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EU enlargement 

Spain wary of 
poor hopefuls 


Page 4 
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Thelmrrfiliation 
of Chubais 


Page 2 



lobs summit 


Radical action 
off the agenda 


Hartti Wolf, Pago 16 



Today's surveys 


Germany; North American 
Business Locations 


S e p a r a te sections 


World Business Newspaper http://www.FT.< 


WORLD NEWS 


Britain may be 
allowed limited 
role in Emu 
founders' forum 


France and Germany signalled 
yesterday that Britain might be 
allowed a limited role in a new 
forum made op of founder-mem- 
bers of European economic and 
monetary union. But the UK and 
other countries likely to remain 
outside the single currency were 
warned they had no guaranteed 
seat at the table. Page 18 ; Euro 
and equities. Page 3; Spain to 
fight Page 4 


Russia seofcs and to crisis 

Russia intensified efforts to 
defuse the conflict with Iraq over 
UN arms inspectors as UN com- 
missioners prepared to hold an 
emergency meeting mi the crisis. 
Page 5 


Minister's fafl prodtetsd 

Financiers are still trying to 
unseat Russia's first deputy 
prime minister, Anatoly Chubais, 
a leading Russian banker said, 
predicting that he would be 
sacked within a month. Page 2 


Left triumphs in Italian pods 

Italy’s ruling centre-left coalition 
won landslide victories in 
regional elections, reviving 
doubts about Silvio Berlusconi's 
opposition leadership. Page 3 


Northern Inland weapons 

London and Dublin moved to put 
aside the issue of Northern 
Ireland weapons “decommission- 
ing”, anxious not to disturb nego- 
tiations at a time of uncertainty 
about the Irish Republican 
Army’s ceasefire. Page 12 


Netanyahu faces revolt 

Israeli prime minister Benjamin 
Netanyahu faces a rebellion by 
senior Likud members who are 
rallying support to wrest the 
party from his control. Page 5 


Abac ha sacks cabins* 

Nigeria's military ruler. General 
Sam Abacha, said he had dis- 
missed his cabinet and would 
release some detainees. Page 5 


Winnie afans for ANC fob 

Winnie Mandela launched her bid 
to become deputy president of 
South Africa’s ruling African 
National Congress by attacking 
party leaders. Page 5 


Towsr coHapse kfih 6 ■ 

Six people died and 30 were 
injured when a water tower col- 
lapsed in Mellila, a small Span- 
ish-ruled enclave in Morocco. 


Clashes in Athens 

Greek riot police clashed with ■ 
youths in Athens as demonstra- 
tors commemorated a bloody stu- 
dent uprising in 1973 against 
Greece's then-military junta. 


UK premier to visit Japan: ' 

British prime minister Tony Blair 
js to visit Japan in January - the 
first visit there by a UK leader 
for four years. 


Fairytale cfiscomy 

A Danish schoolgirl studying 
19th century fairytale writer 
Hans Christian Andersen has 
unearthed a hitherto unknown 
poem by the author. The 1838 
poem was written to a great- 
grandmother of the schoolgtrL 


Ahr Liquid* America 

French-owned industrial and 
medical gas producer Air Liquide 
America made clear yesterday 
that its US operations had 
already met the Food and Drug 
Adminis tration certification 
requirements for instrument ana- 
lysers to test medical gases and 
were not therefore feeing tempo- 
rary closure as a result of a legal 
injunction, as reported in yester- 
day's Financial Times. The 
injunction bad followed inspec- 
tions by the FDA after deaths at 
a hospital supplied with oxygen 
by Air Liquide. The deaths were 
found to have been from natural 


causes. 
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BUSINESS NEWS 


Allianz makes 
takeover offer 
for French 
insurer AGF 


Allianz , the German insurer, last 
ni g h*, announced a takeover offer 
for AGP, the French insurer, 
rivalling a bid by Italy’s Generali. 
The French bourse regulator, the 
CMF, said the Allianz offer was 
valued at FFr320 a share. AGF 
shares would be suspended while 
Allianz's offer was being cleared 
by bourse authorities, the CMF 
added. 


London Interrartfona] Financial 
Futures and Options itenhnng s is 
trying to attract French traders 
to London, in an attempt to 
increase its share of the Euro- 
pean derivatives market before 
the introduction of the single cur- 
rency. Page 19 


British Airways announced 
plans to launch a European air- 
line offering reduced in-flight ser- 
vice and lower fares than regular 
BA routes. Page 19; Lex, Page 18; 
Editorial Comment, Page 17 

Eletrobr&s, Brazil's federal 
power company, plans to issue a 
$6bn asset-backed bond in what 
would be Latin America's largest 
debt securitisation so far. Page 18 

Cuba's economy, bolstered by 
tourism and foreign investment, 
will grow by about 28 per cent 
this year. Page 6 

PepsiCo is to acquire the 
Australian and French snack 
subsidiaries of United Biscuits in 
a move that will consolidate its 
dominance of this business glob- 
ally. Page 19; Lex, Page 18 


Sing ap ore is likely to increase 
the number of seats it offers to 
foreign brokerage houses an the 
Stock Exchange of Singapore and 
allow foreign participation in 
share off Kings of state-run com- 
panies. Page 8 

Tahtia shares rose sharply when 
trading began in Australia's big- 
gest privatisation. Page 19 

China has indicated support for 
an Asian currency s tabilisation 

fumLItogeS . 

Union MnUta, this biggest US 
railway company, warned that it 
could make a substantial loss in 
the fourth quarter. Page 21 

Thailand's leading bank, 
construction and record campa- 
‘nles announced poor quarterly 
results. Page 22 


Gwtnany's biggest employers’ 
union put forward proposals for 
reforming the country's rigid 
wage bargaining system. Page 8 


Argentina was due to sign a 
letter at intent for a three-year 
$3bn extended fund facility with 
the IMF. Page 6 

Dow Jones, the US business 
Mcermation company, is believed 
to be dose to an agreement with 
General Electric that would link 
the two groups' international 
television interests. Page 21 

Itochu, one of Japan’s top five 
trading companies, is to dispose 
of or write off Y230bn ($L81bn) 
worth of non-performing assets. 
Page 18 


WJ ^www^ confidence that the 
government would encourage the 

mMim rm nt “Anoln.Qawin".tvnp 


setting up of “Anglo-Saxon"-type 
pension funds. Page 2 

Lord Moyne, chairman of 
Swedish investment company 
Trustor, took out a two-day loan 
of SKr415m ($55.1xn) from a Cay- . 
man Islands hank to repay funds 
missing from the company. 


Dominion ToatHo, Canadian 
producer of textiles and non- 
woven goods, said it would 
accept a revised C$595m 
ffTKy igim) cash takeover offer by 
US rival Polymer Gbroup- Page 21 


Mm Trie CONK 

-S 304.1 

Inartirr 

J 30 U 5 

EXCHANOC BATS* 
Mar 

fewVMfcbacUftM 

. 1.69415 



Mr SOU 


. 1.40995 


12 L 635 

luftnr 

- 1 .B 920 

np 

. 1.7338 


-&B 05 D 


.14099 


_ 1&77 

Tttyaebae 

.SM* 

DM 

jzsaa 


pom 

(»2*| 


00511 
07805 
R 7084 ) 
(1.4029 
( 127.079 
V 12623 


THE FINANCIAL TIMES LIMITED 1997 No. 33, 45 1 
LondoB • teed* m Pads ' PnwWuit ■ Stockholm ■ Madrid - Haw Ywk 
Los Aooelw Tokyo; Hoag KPbb 


ms 


9 VT D 1 7 4 "7 3 61 2 8 



TUESDAY NOVEMBER IS 1997 


Nikkei surges 
as Janan acts 


on economic 


problems 


By Gfflian Tott and Bethan 
Hutton In Tokyo 


Japan's stock market staged one 
of its largest one-day rises yester- 
day, reflecting hopes that the 
government was finally twrirUng 
the country's mmmt-inp economic 

and fliwnrtal problems. 

The Nikkei 225 average shot up 
786 per cent to dose at 1688882, 
the fonrthdargest rise is percent- 
age terms recorded in Japan dur- 
ing »»» day's trading. The yea 
also rallied, up in Asian trade 
from an tatra-day low of Y1268 to 
vi q a 99. against the dollar. 

The surge was partly triggered 
by news that Hokkaido Taku- 
shdku, the tenth-largest commer- 
cial bank, was to go out of busi- 
ness after collapsing under 
Y934_7bn in bad loans. 

This is the first failure of one 
of the top 20 hanks in Japan, 
where the authorities have 
always strongly protected the 

financial sector 

It boosted hopes that the gov- 
ernment was at last taking dras- 
tic action to r eform the ftnanrial 
sector before its planned “Big 
Bang” deregulation next year. 

The stock market rally was 
also triggered by signs that the 
US was stepping up pressure on 
the Japanese government to take 
more steps to boost the country's 
flagging economy. 

The Japanese government will 
unveil anothe r package of eco- 
nomic measures today, but it is 


MkKef 225 Average 
.21,000 - 



likely to be limited to pledges of 
reforms, notably deregulation of 
same sectors. 

The government has been 
insisting that it cannot afford 
large tax cuts or higher public 
spending measures to boost the 
economy, which has been 
depressed by a controversial rise 
in consumption tax that came 
into effect last April. 

But Larry Summers, US deputy 
treasury secretary, yesterday met 
Hiroshi Mitsuzuka. Japan’s 
finance minister, to express 
growing US unease about the 
Japanese economy. Mr S umme rs 
was understood to have called on 
the Japanese government to con- 
sider tax cuts. He also expressed 
concern about the yen's previous 
rapid depreciation. 

The Bank of Japan yesterday 
said the failure of Hokkaido Tak- 
ushoku - also known as Takugm 
- which is based in Sapporo In 
the northern island of Hokkaido, 
would not require any fresh 
injection of public funds. The 
finance needed to repay deposi- 
tors in faff, would be supplied by 
an industry insurance scheme 
and unsecured loans from the 
Bank of Japan. 

Takugin’s Hokkaido-based 
operations will be transferred to 
North Pacific Bank, a medium- 
sized regional bank also based in 
Sapporo, and a buyer will be 
sought for its operations else- 
where in Japan. 

Masaya Miyoshi. president of 
the Keizai Koho Centre, the 
social and economic think-tank of 
the Keidanren business federa- 
tion, said in London yesterday 
that the country was suffering 
from systemic fatigue. “The sys- 
tem which has given birth to an 
iron web of vested interests has 
also provided its fun protection 
to losers in the market who 
should have been weeded out 
long ago," Mr Miyoshi rairi. 


Reports, Page 8; Back from 
the brink. Editorial comment. 
Observer, Page 17; Bank of 
Korea abandons won. Lex, 
Page 18; Itochu to write off 
$L8bn assets, Page 19 


Shell and BP invest in 
Russian joint ventures 


by Chiystia Freeland In Moscow 
and Aricady Ostrovsky and 
Virginia Marsh and in London 


Russia yesterday received, a 
long-awaited injection of foreign 
investment as Royal Dutch/Shell 
announced a strategic alliance 
with Gazprom, Russia's natural 
gas behemoth, and British Petro- 
leum teamed np with oil com- 
pany Sidanco. 

The alliances give Shell and BP 
access to the country's tremen- 
dous fossil fuel reserves and a 
strategic position, in conquering 
new markets in Turkey ar»d Asia. 

The two teams are already pre- 
paring to go head to head-in rival 
bids for Rosneft the largest Rus- 


sian oil company still to be priva- 
tised. Salomon Brothers has val- 
ued Rosneft at $1.4bn but intense 
competition could push the price 
much higher in the three rounds 
of sales, due to begin this year 
and be concluded by the middle 
of 1998. 

The partnerships draw Shell 
and BP into the byzantine game 
of Russian politics, allied to two 
domestic groups which are 
locked in a fierce rivalry. 

Gazprom is intimately con- 
nected to Victor Chernomyrdin, 
Russia’s centrist prime minister. 
The Gazprom-Chernomyrdin 


Continued on Page 18 
Kazakhstan deal. Page 7 
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Hijackers die in battle with police 



A tourist wounded in the attack is carried by stretcher to be taken to hospital by helicopter 


Gunmen kill 57 tourists in 
temple ambush near Luxor 


By Marie Htfoand In Cairo 


Egypt’s government was last 
night in shock after 57 foreign 
tourists were massacred in a 
three-hour attack by np to 11 
gunmen who ambushed two 
buses taking them to a ruined 
temple near the southern city of 
Luxor. 

It was the worst single attack 
on foreigners since militant 
groups launched an armed 
campaign against the govern- 
ment in 1992. Four Egyptians are 
also thought to have been killed. 
No group bos claimed responsi- 
bility. 

Interior ministry officials said 
the gunmen lay in wait for the 
tourists in the ruins of the Dear 
al-Bahri temple. A bus full of 
Japanese tourists was hijacked 
by the gunmen, who then opened 
(toe and killed all those inside. 

A second bus carrying French 
and German tourists was then 
stopped and driven for two kilo- 
metres before all the passengers 
were slaughtered, the security 
farces said. 

Official figures put the number 
of injured at 24, of whom 16 


were foreigners. All the gunmen 
wore reported foiled by police in 
a battle following the attacks. 

“We are in shock. It was com- 
pletely unforeseen, and is very 
serious. The government is in 
shock, though the good thing is 
that all the attackers were them- 
selves killed," a senior govern- 
ment minister said yesterday. 

President Hosni Mubarak and 
Hassan al-Alfi, the interior min- 
ister and architect of the govern- 
ment’s hardline policy aimed at 
eradicating the militant organi- 
sations, yesterday flew sepa- 
rately to Luxor, where a curfew 
has been imposed. 

Mamdouh el-Beltagi, Egypt's 
tourist minister, told reporters 
at a London travel fair that he 
felt “extremely sad for this acci- 
dent and this cowards' crime 
committed against our guests 
and Egyptians as well". 

The Foreign Office advised 
tourists to stay out of Luxor, and 
the Nordic region’s main travel 
agent for Egypt said it had can- 
celled all trips and was bringing 
hack, customers on holiday there. 

The attack comes six months 
after the Goma’a al-Islamlyya, 


Egypt’s main armed militant 
organisation, declared a unilat- 
eral truce in its five-year conflict 
with the government. Before yes- 
terday’s attack, 34 foreigners 
and 1,100 Egyptians had been 
killed. 

European fund managers were 
yesterday inund a ted by inquiries 
from investors concerned that 
the current tourist high season 
would be left in ruins by the 
attack. Government figures 
released yesterday show 3.5m 
people have visited Egypt so far 
tiffs year, up from 3.2m in 1996. 
Income from tourism reached 
*3bn in 1995-96, and was. expec- 
ted to reach $3.7bu this year. 

The economic impact of single 
attacks is viewed by bankers and 
fimd managers as limited. A 
leading Cairo fond manager said 
yesterday: “It might affect tour- 
ism far the short run, hut I don’t 
think it affects the fundamentals 
of the country. Overall there is 
no ch a n g e, because these mili- 
tants can’t destabilise the gov- 
ernment. Meanwhile, there is 
simply no way of preventing 
incidents of tiffs kind.” 
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NEWS: EUROPE 


Russia’s deputy PM will be sacked within a month, his opponents predict 

Chubais under fire in parliament 


j fr Ctw yatb Freeland and 
Cft arf«aCtovw In Moscow 


A leading Russian banker 
J® 1 ** yesterday Moscow 
financiers were continuing 
efforts to unseat Anatoly 
Chubais, Russia's embattled 
flrst deputy prime minister, 
and predicted he would be 
sacked wi thin a month. 

The continued attack was 
waged more publicly in the 
Russian parliament, where 
the dominant Communist 
faction yesterday warned 
that It would refuse even to 
consider the draft 1998 bud- 
get until Mr Chubais had 


Three of Mr Chubais's 
closest allies were sacked 
over the weekend and the 
minister himself was 
severely weakened after rev- 
elations of a lucrative book 
deal provoked the wrath of 
President Boris Yeltsin. 

Behind the scenes, the lob- 
bying of some of Russia's 
leading financial groups, 
who accuse Mr Chubais of 
favouring one of their com- 
petitors, is believed to have 
been instrumental in the 
president’s decision to sack 
members of the Chubais 
team. 


Over the weekend, Mr 
Yeltsin rejected Mr Chu- 
bais’s own oiler to resign 
and the cabinet purge 
appeared to be over. Bat, 
speaking anonymously, a 
member of the banking 
coalition which has been 
seeking Mr Chubais's 
removal said the deputy 
prime minister was still 
likely to be dismissed within 
the next two or three weeks. 

He said the book deal, in 
which Mr Chubais and four 
of his allies received $450,000 
for a book on the history of 
privatisation, had infuriated 
the president and perma- 
nently tarnished Mr Chubais 
in his eyes. The controver- 
sial book's publisher is 
owned by Onesdmbank, the 
Russian financial group Mr 
Chubais has been accused of 
unfairly assisting. 

The banker said Mr Chu- 
bais had kept his job over 
the weekend only to buy 
time as the Kremlin 
searched for a qualified 
replacement. Political ana- 
lysts said two of the figures 
being considered as potential 
successors were Grigory 
Yavlinsky, head of Yabloko, 
the liberal opposition party, 
and Alexander Shokhin, 


leader of the pro-government 
faction in parliament 

Both men have solid repu- 
tations as committed sup- 
porters of further market 
reforms. But even so. oust- 
ing Mr Chubais, who master- 
minded Russia's mass priva- 
tisation and is seen by the 
west as a guarantor of Rus- 
sian market reforms, would 
risk unsettling already jit- 
tery foreign investors. Many 
observers, particularly 
abroad, believe he is irre- 
placeable. 

But such objections may 
be insufficient to calm the 
passions of Russia’s leftist 
par liam en tarians , who have 
long loathed Mr Chubais and 
now smell blood. 

“The left wing opposition 
refuses to discuss the budget 
until the president accepts 
Chubais's resignation," 
Nikolai Kharitonov, the 
leader of the Agrarian fac- 
tion In parliament said. 

Even Mr Shokhin. a 
reformer who has worked 
closely with Mr Chubais, 
warned that parliamentary 
animosity towards him could 
stall passage of the budget 
and even lead to a vote of no 
confidence in the govern- 
ment 
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Women street cleaners dear away the early winter snow 
near the Kremlin in Moscow ap 


GAP payments ‘out 

with market 



By Mcftaerf Snath 
m Brussels 


European beef and cereal 
producers have been heavily 
over-compensated as a result 
of a restructuring of the 
Common Agricultural Pol- 
icy, according to a report by 
the EU court of auditors to 
be published this morning. 

The report says that aid 
for reductions in support 
prices for cereals is end. of 
touch with world market 
prices, leading to over-com- 
pensation of EcnSbn ($3.4bn) 
in 1995-6 alone. Over-com- 
pensation for beef tinners is 
put at more than EcoSOQm 
between 1992 and 1996. 

The conclusions are part 
of a wider report on finan- 
cial management within the 
European Union. It is expec- 
ted to be critical of internal 
accounting within the Euro- 
pean Commission and the 
management of structural 
funds which provide aid far 
poorer regions. 

The CAP accounts for 
nearly half of the EU*s 
annual budget and is sub- 
jected to intense scrutiny. 

Today's report, revealed in 
Agra Facts, a Brussels news- 


letter, coincides with a meet- 
ing of agriculture ministers 
in Brussels at which ftxrtha- 
CAP reform, including price 
cuts and compensatory pay- 
ments, are high on the 


Franz Flschler. farm com- 
missioner, hopes to be able 
to agree a common position 
on the reforms to present to 
the EU summit next mon th 
However a draft position 
paper, drawn up by the Lux- 
embourg presidency and dis- 
cussed by farm ministers 
yesterday, was vague in 
detail and there are still 
wide differences between 
Individual countries on how 
the reforms should be imple- 
mented. if at alL 

Mr Louis Le Pensec, 
French agriculture minister, 
indicated that his country 
was broadly in favour of 
reform but was opposed to 
milk price cuts if the milk 
quota system remained. Ger- 
many, Belgium and Ireland 
want price cuts to be fully 
compensated, as they believe 
the Commission's proposals 
could lead to income reduc- 
tions for cereal formers. 

Yesterday's discussions 
also focused on proposals for 


putting a celling on pay- 
ments to individual formers. 
The UK is among the stron- 
gest opponents of ceflings- 

The European Commission 
is today expected to back 
measures to ease tension 
with the US- oven - the ElTs 
proposed ban on the Imparts 
of specified cattle derivatives 
from the start of next year. 

' There will be exemptions 
from the ban for products 
included in lifesaving medi- 
cines. In addition the Com- 
mission will back a proposal 
from Mr Ffcchler to waive 
the ban for products manu- 
factured before January 1 
1998. The Commission Is also 
planning '‘transition peri- 
ods" of up to 18 months to 
allow the importation of 
some cosmetics and pharma- 
ceutical products even if 
they contain so-called “speci- 
fied risk materials”. 

The ban is being Intro- 
duced as part of the Euro- 
pean Union’s fight against 
BSE - “mad cow disease”. 
However, the Commission's 
measures today will fall 
short of US demands, since 
the US wants to be declared 
officially BSE-free by the EU. 
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Hungary presses ahead 
with Nato application 


By Anatol LI even 
In Budapest 


Hungary is expected to 
present a letter of intent to 
Join Nato later this week, 
after an overwhelming vote 
in favour of joining the 
organisation In a referen- 
dum on Sunday. 

The vote, welcomed by 
both Hungarian and Nato 
officials, is likely to have a 
positive influence on the US 
Senate which, along with 
other legislatures, has to rat- 
ify the accession of new 
members. 

Some 85 per cent of Hun- 
garians who participated in 
the referendum voted in 
favour Of NatO member shi p, 
on a 49 per cent turnout. The 


result, said Nato secretary- 
general Javier Solana, dem- 
onstrated “broad support 
among the Hungarian people 
for membership". 

Gyula Horn, the prime 
minister, said the nation had 
“passed a test of political 
responsibility”, adding: “The 
fact that all the parliamen- 
tary parties, trades unions 
and churches lined up 
behind accession, signals a 
new era in Hungarian poli- 
tics". 

But the same unanimity 
among the political estab- 
lishment and the media infu- 
riated opponents of Nato 
membership. The pacifist 
Alba Circle has brought a 
court case against the for- 
eign ministry for allegedly 


breaking the law on funding 
of television for political 
ends. Its leader, Tamas Csa- 
pody, bas also accused the 
Catholic church of allowing 
its bishops to become 
involved in pro-Nato propa- 
ganda. against the church’s 
own rules. 

However, the vote was 
welcomed by Hungary’s 
neighbour Romania, where a 
foreign ministry spokesman 
hailed it as “a reason for joy 
and a good signal". 

In private, however, many 
Romanians remain dis- 
tressed that Hungary has 
overtaken them in the Nato 
accession procedure. A 
Romanian foreign ministry 
official said: "We hope for a 
favourable outcome in 1999”. 


Germany may get pension funds 


By Andrew fisher In 
Frankfurt and Jane 
Martinson in London 


Germany's leading banks 
expressed confidence yester- 
day that the government 
would act shortly to encour- 
age the setting up of “Anglo- 
Saxon” -type pension funds. 

This would ease the strain 
on the state system and 
boost Germany's domestic 
capital market, thus helping 
companies raise equity to 
finance investment and job 
creation. 

Martin Kohlhaussen, presi- 
dent of the German private 
sector banking association, 
hoped that steps could be 
taken before the next gen- 
eral election in September 
1998 to pat pension funds on 
the same legal footing as 
other forms of corporate 
retirement provision. 


Meanwhile, in a report to 
be published in London 
today, the UK's National 
Association of Pension 
Funds has called for state 
pensions in the single Euro- 
pean market to be limited to 
half of national average 
pamfags . 

The NAPF*s submission to - 
the European Commission's 
green paper on supplemen- 
tary pensions would, if 
adopted, result in a signifi- 
cant reduction in state pen- 
sions for certain European 
states. Including France, 
Italy. Portugal and Spain. 

Some European countries 
provide pensions worth 80 
per cent of the national aver- 
age wage. In the UK, which 
has Europe's largest funded 
pension system, the state 
pension is worth just 24 per 
cent of the avoage wage. 

The NAPF, which repre- 


sents leading institutional 
Investors managing funds 
worth about £650bn 
($L098bn) In total, believes 
that a compulsory secondary 
pension should be Intro- 
duced to top up the average 
pension to three-quarters of 
final salary. 

Ray Martin, rthalnwiri of 
the NAPF's international 
standing group, said that it 
hoped its European counter- 
parts had “recognised that 
this Is now a big issue and 
that these problems need to 
be addressed now”. 

In Frankfurt, Mr Kohl- 
hanssen said the state pen- 
sion crisis had led to cross- 
party agreement that Inde- 
pendently managed funds 
along “Anglo-Saxon” lines 
should be widely introduced. 
At present, they are at a tax 
disadvantage compared with 
internal schemes run by 


German companies 
According to Deutsche 
Morgan Grenfell, German 
pension funds are equivalent 
to 5.5 per cent of gross 
domestic product, for lower 
than in Switzerland (87 per 
cent), the UK (93 per cent), 
the Netherlands (89 per cent) 
and the US (57 per cent). 

Mr Kohlhaussen, who is 
nhqirmati of Commerzbank, 
said pension funds which 
invest heavily In the stock 
market for attractive 
long-term returns would, 
strengthen the German econ- 
omy’s growth potential and 
help the labour market 
Manfred Weber, general 
manager of the banking 
association, said recent polit- 
ical hearings In Bonn had 
heightened optimism that 
the government was ready to 
look favourably cm the estab- 
lishment of pension funds. 
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NEWS: EUROPE 


Left landslide in Italian regional polls 


By James Blitz in Rome 

Italy’s ruling centre-left 
coalition yesterday secured 
landslide victories in 
reg ional elections across the 
country, raising new doubts 
about Silvio Berlusconi's 
leadership of the rightwing 
opposition. 

In a result that underpins 
the dominance of Romano 
PnxH’s Olive Tree coalition 
in Italian politics, centre-left 
candidates retained the posi- 
tion of mayor in three big 
cities — Rome. Venice and 
Naples - with crushing vic- 
tories that looked set to be 
repeated across the country. 

The contests were the big- 
gest electoral test for the 
Prodi government since it 
came to power last year. 

The margin of victory for 
many centre-left candidates 
- most of whom were run- 
ning with the backing of 
Italy's neo-Communists - 
was far greater than most 
pundits had expected and 
underlined the extent to 


which centre-right politi- 
cians are seen by many Ital- 
ians as divided, with some of 
them also shrouded in cor- 
ruption allegations. 

Although counting was 
continuing last night, 
Antonio Basso lino looked 
likely to be returned as the 
centre-left mayor of Naples 
with 74 per cent of the vote, 
against 14 per cent for his 
right-wing opponent. In 
Rome, the government coali- 
tion's candidate, Francesco 
Rutelli, received 60 per cent 
of the vote, and in Venice it 
won 63 per cent 

Elsewhere, the centre-left 
appeared to be ahead in 
many of the elections to 
local councils that gi*o took 
place on Sunday. 

For the mayors of Rome, 
Venice and Naples - cities 
which together accounted 
for more than half of the 
10m votes cast on Sunday - 
yesterday’s result will 
remove the need to contest 
the second ballot of the elec- 
tion in two weeks, since 


each secured more than 50 
per cent of the vote. 

But the margin of the vic- 
tory could also prove signifi- 
cant in the long term, as 
many Italians believe the 
centre-left mayors are 
emerging as a powerful force 
in their own right in the 
country's political system. 

Ihey are expected, in par- 
ticular, to demand more 
autonomy and independent 
finance for themselves and 
their regions as part of par- 
liament’s grand review of 
Italy's constitutional system. 

As far as the centre-right 
is concerned, the election 
result will trigger immediate 
soul-searching ^ questions 
about whether Mr Berlus- 
coni can continue as its 
leader. The Milan daily. Car- 
rier® della Sera, said yester- 
day the result would trigger 
the “worrying prospect of a 
rapid and uncontrollable 
political agony*. 

Centre-left politicians, 
including Massimo Cacdari, 
the victor in Venice, also 




German push 
for labour 
flexibility 


Supporters congratulate Francesco Rutelli, the centre-left coalition’s candidate for mayor 
of Some, who won 60 per cent of the vote in Sunday’s election a>m s 


expressed concern about the 
scale of the defeat for Forza 
I talia and its ally, AHeanza 
Nazionale, suggesting Italy 


tion to work as a democracy. 

However, Mr Berlusconi is 
not thought likely to be 
forced out in the Immediate 


needed an effective opposi- future. One factor in his 


favour is that the centre- 
right coalition cannot find a 
suitable alternative candi- 
date to lead the opposition 
grouping in parliament 


Swedish boost for research on environment 


By Tan Burt bn Stockholm 

A group of international property 
developers is planning to build 
what is claimed to be the world's 
first environmental science park in 
Sweden in a SKr3^bn ($425m) proj- 
ect to stimulate research into envi- 
ronmentally friendly technology. 

The scheme, hacked by some of 
Sweden's leading industrial compa- 
nies and universities, is expected 
to house and employ more than 
7,000 people when completed in 
2005. 

The Anglo-Swedish developers, 
Windborne International, have 
teamed up with Sfcangka_ Sweden’s 
largest construction company, to 


build what they describe as a 
“unique environmental suburb” on 
the outskirts of Stockholm. Work 
on the first phase of the park is 
due to begin next year. 

The idan follows four years of 
studies in which the developers 
considered sites elsewhere in 
Europe and North America. 

Although the scheme already has 
detailed planning permission and 
the backing of companies such as 
Telia, tbe Swedish state telecom- 
munications group, and incentive, 
the industrial arm of. the Wallen- 
berg business empire, it will only 
be unveiled publicly this week. 

At the heart of the project is a 
plan to bring together scientists 


developing environmental technol- 
ogy with venture capitalists and 
large industrial companies 
Initially, the park will concen- 
trate on research into sustainable 
power, waste management and 
water treatment. But tbe develop- 
ers say it could also provide an 
international showcase lor the lat- 
est “green” construction tech- 
niques, which will be used to build 
homes for 2,500 residents in the 
Stockholm suburb of Sollentuna- 
“It has the potential to create a 
unique forum for industry, aca- 
demic institutions, governmental 
a gpnciftg and financial institutions 
to collaborate on sustainable devel- 
opment and technology said Per 


Grunewald. vice-president of envi- 
ronmental affairs at Electrolux, the 
Swedish white goods manufac- 
turer, which is backing the 
scheme. 

Some industrial companies have 
hinted that they could form out 
some research and development 
functions to the park, which will 
include a transfer technology cen- 
tre to introduce university 
researchers to financiers and 
industrialists. 

Robert Windborae-Brown, chair- 
man of Windborne International, 
says the Stockholm Environmental 
Science Park - as it will be known 
- could become a hub for satellite 
science parks in other countries. 


“We would consider developing 
smaller sites in other parts of the 
world, linked together by the 
global communications centre 
planned here.” he added. 

This centre - to be jointly devel- 
oped by Telia and the telecommu- 
nications group Ericsson - has 
been designed to include “virtual 
reality conferencing”, enabling 
executives in different parts of the 
world to hold board meetings. 

The science park is the largest 
project to date by Windborne Inter- 
national and Skanska. which have 
jointly invested £800m ($1 J5bn) in 
construction schemes over the past 
10 years, mostly in office develop- 
ments in London. 


By Graham Bowiey 
hi Frankfurt 

Germany’s biggest 
employers' union yesterday 
put forward proposals for 
reforming the country’s rigid 
wage bargaining system in 
an effort to cut companies’ 
labour costs and improve 
working flexibility. 

Gesamtmetall. the engi- 
neering employers' federa- 
tion, called for a new system 
for working hours, more use 
of profit-related pay, special 
treatment for loss-making 
companies, and a shake-up 
of wage policy in eastern 
Germany. 

The proposals underline 
the pressures building at a 
time of record unemploy- 
ment to allow more flexibil- 
ity in Germany's collective 
sector-wide wage bargaining 
system. 

In a further concession 
towards flexibility, Gesamt- 
metall and the engineering 
workers union last night 
resolved a long-running dis- 
agreement over early retire- 
ment. 

German companies, which 
face some of the highest 
labour costs in Europe, 
blame the strict rules gov- 
erning the workplace for 
putting them at a disadvan- 
tage at a time of increasing 
globalisation and rising com- 
petitive pressures. 

Werner Stumpfe, Gesamt- 
me tail's president, said: “The 
reform is necessary because 
the present wage agreements 
are much too narrow a cor- 
set for companies, and they 


need greater freedom." 

The proposals throw down 
the gauntlet to 1G Metall, 
which represents engineer- 
ing workers and is one of 
Germany’s most powerful 
unions. IG Metall is set to 
put forward its own ideas for 
improving the wage bargain- 
ing system later this week. 

Unions want to retain tra- 
ditional collective working 
arrangements, but have 
come under increasing pres- 
sure to make concessions. IG 
Metall declined yesterday to 
comment. 

Gesamtmetall called for 
the fixed working week to be 
abolished in favour of an 
arrangement in which com- 
panies could vary working 
time between limits of 30 
and 40 hours a week, 
depending on business 
demand. It proposed that a 
special clause should be 
introduced into wage agree- 
ments SO that a loss- making 
company could increase 
working hours without a full 
increase in salaries. 

The employers' federation 
said that some benefits such 
as Christmas bonuses should 
be linked more directly to a 
company’s profit perfor- 
mance. Finally, it called for 
an overhaul of tbe wage sys- 
tem in eastern Germany in 
an effort to cut labour costs 
for east German business. 

Gesamtmetall's proposals 
come when Germany’s engi- 
neering industry is begin- 
ning to grow alter several 
years of stagnation, which is 
likely to trigger a call from 
unions for pay increases. 


Euro likely to start 
equities ball rolling 


I* Big financial 
institutions 
do not usu- 
ally stray 
too far from 
their own 
doorsteps 
when mak- 
Prepanng ^g eguity 

fnrPmi, investments. 

Tor Emu They ]ike 
the comfort 
and familiarity of their home 
markets. But such attitudes 
are set to change dramatic- 
ally with the arrival of 
Europe’s single currency, 
the euro. Instead of using a 
country-based approach, big 
European investors will ori- 
ent their portfolios more 
towards industrial sectors. 
Their approach will became 
less domestic and more 
international. 

European monetary union 
starts in just over a year, 
and some institutions are 
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already changing their port- 
folio strategies, especially in 
continental Europe. But the 
real signal will not come 
untfl next May. when euro 
member-countries will be 
chosen and their bilateral 
exchange fates fixed. 

“In an environment of 
fixed exchange rates in 
Europe, investors should be 
indifferent to which market 
they invest In,” says Gary 
Dugan, European equity 
market strategist at JJ?. 
Morgan. “They are likely to 
seek out the best opportuni- 
ties in whichever sector they 
wish to invest” 

Investment . is likely to 
flow to the most attractive 
companies in any sector 
across the euro zone, not to 
a single market. Because 
they will be measuring their 
portfolios against a future 
European stock index rather 
than national ones, they will 
need to increase their 
weightings in some sectors, 
decreasing thpm in others. 

Energy stocks, for exam- 
ple, have a 10 per cent 
weighting in the markets 
likely to be part of Emu. But 
no pure energy stocks are 
represented in Germany’s 
Dax blue chip index, Mr 
Dugan says. In. Spain, banks 
and utilities dominate. 

The UK is overweight in 
consumer stocks, where the 
German market is deficient. 
Germany's strength lies in 
the capital goods sector. 
Emu will enable fund man- 
agers to iron out these sector 
biases without Incurring 
exchang e rate risk. 

A t Deutsche Morgan 
Grenfell, Hans-Dieter 
Klein, head of Ger- 
man equity research, 
believes the usual “top- 
down” method of investing 
among various European 
countries will became obso- 
lete. Since Emu members 
will have [the. same currency, 
common interest rates, con- 
verging inflation rates and 
similar fiscal policies, "it 
wfll no longer be necessary 
to make national allocations 
on the basis of macro-eco- 
nomic factors”. 

Instead, the equity alloca- 
tion process within Emu wfli 
concentrate on stocks and 
sectors and thus be “bot- 
tom-up", he writes in a DMG 
study called "EquityFhflrfa - 
Entering New Territory",. 
This will pose new chal- 
lenges for investing institu- 
tions, which will need to 
obtain in-depth local know- 
ledge of the companies they 
are investing in and evaluate 
1 this in a 'European context 
■ Moving from a pre-Emu to 
an Emu investment environ- 
ment will entail much vola- 
tility as institutions c h a n ge 
fhpir portfolio mix. Fund- 
managers will look for 
stocks with the greatest 
liquidity and may be pre- 
pared to pay a premium for 


them. Mr Dugan says. This 
could lead to big price gaps 
between favoured and nan- 
favoured companies. 

Mr Dugan expects greater 
focus on equities in some 
portfolios previously domi- 
nated by bands, since recent 
years have seen a narrowing 
of tbe risk gap between the 
two. Unless they have been 
severely discouraged by the 
latest turbulence on world 
markets, retail investors, 
too, should become more 
share-oriented and interna- 
tionally minded, he adds. 

If the UK joins Emu, some 
portfolio moves by institu- 
tions could be dramatic. A 
typical UK pension fund has 
52 per cent of assets in 
domestic equities and only 9 
per cent in continental Euro- 
pean shares. “Takeaway the 
currency risk," Mr Dugan 
says, “and the reasoning 
behind this heavy bias 
towards domestic equities 
becomes less easy to argue". 

I n the event of UK mem- 
bership of Emu, British 
portfolio managers 
would have to sell half their 
UK equity portfolio to invest 
in continental shares if they 
wanted to match a pan-Euro- 
pean benchmark. This would 
affect the UK market, 
although continental inves- 
tors would take up some of 
the slack as they moved into 
equities across Europe. 

In Germany, institutions 
own only 19 per cent of their 
domestic market; the UK fig- 
ure is 62 per cent. Compa- 
nies hold 42 per cent of the 
German equity market. But 
because their shareholdings 
are strategic, they are likely 
to keep them. Thus the pace 
and pattern of diversification 
will vary between types of 
investor and countries. 

The impact of Emu win go 
deeper than merely persuad- 
ing institutions of the need 
to adopt a pan-European 
s t r ate gy. With greater mar- 
ket transparency brought by 
the single currency, compa- 
nies will be under more 
intense pressure to compete. 
This win speed the restruct- 
uring process and encourage 
greater economic deregu- 
lation by governments. It 
will also expose differences 
in tax rates and labour costs, 
with Germany under pres- 
sure to reduce both- Institu- 
tions will still have to con- 
rider national differences. 

Eventually, a single Euro- 
pean stock exchange will 
develop in the euro zone, 
expected to be the world’s 
third biggest equity trading 
area after the US and Japan. 
"If investors had their way, 
it' would happen tomorrow.” 
says Mr Dugan. Emu will at 
least set the hall rolling. 

See US news: US watches for 
euro impact 

Andrew Fisher 
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Spain prepares to fight for EU grants 

Madrid fears accession of new members will be paid Spain’s slice of the cake 
for by cutting ‘cohesion’ funds, reports David Write 


S pain is bracing itself 
for what could be its 
biggest conflict tvitb 
the European Union since it 
Joined 12 years ago. 

The conflict arises from 
the tension between the ElTs 
enlargement plans and 
Spain's claims on the struc- 
tural grants designed to 
reduce inequalities among 
different parts of the EU. 

"The debate has hardly 
begun." Ramdn de Miguel, 
state secretary for Europe, 
said. But he warned in an 
interview that the issue of 
finding the financial 
resources Cor expansion 
risked provoking "serious 
clashes" between partners. 

“We cannot expand at the 
cost of dissolving fundamen- 
tal principles." he said. 

The centre-right govern- 
ment of Jose Maria Aznar 
has taken a firm view* that 
the accession or new mem- 
bers should not be paid for 
by making the poorer mem- 
bers of the current 15 forgo 
“cohesion" funds and other 
structural grants they cur- 
rently receive. 

The line from the prime 
minister's office is that 
Spain is ready to pay its 
share of the cost but not part 
of others' share as well. 


Mr de Miguel denied Spain 
was threatening to block the 
enlargement negotiations, 
due to begin next year, or 
was setting preconditions. It 

wanted to keep to the spirit 

of Agenda 2000. the Euro- 
pean Commission's blueprint 
programme, by taking "one 
step at a time”. If the differ- 
ent processes became entan- 
gled. the result could be 
“total gridlock". 

Madrid remained “totally 
in favour" of widening the 
EU. although not out of its 
own economic interests. “We 
are not going to gain from 
enlargement,” Mr de Miguel 
said. It was a matter of con- 
tinuing to show solidarity 
between European countries. 

But solidarity among exist- 
ing members would be in 
jeopardy if current support 
funds were sacrificed. He 
said some European Com- 
mission officials were back- 
ing German proposals to cut 
off “cohesion" funds for 
countries joining the single 
currency in 1999. 

These funds, launched live 
years ago at Spain’s demand 
to ease the monetary union 
process, are destined for 
transport and environment 
Investment In the four coun- 
tries with per capita income 


levels below 90 per cent of 

the EU average- Spain, 
because ctf its size in relation 
to Greece. Portugal and 
Ireland, gets more than half 
- to date, some PtagOObn 
Cfe4.1bn). 

"This is not a debate we 
want to open." Mr de Miguel 
said. Challenging the cohe- 
sion payments "would imply 
such an injustice that Spain 
would not be willing to 
accept It*. Spain deserved 
recognition for its “special 
effort" in tightening its 
national budget to meet the 
convergence targets for mon- 
etary union. This was at the 
cost of “real" convergence - 
the process of bridging the 
22-23 per cent gap between 
average Income in Spain and 
the EU as a whole. Spain 
still needed big investments 
in infrastructure, he said, 
arguing: “It is in the inter- 
ests of the more prosperous 
parts of the EU that Spain 
should catch up with them ." 

H e hoped the future 
of support funds 
would be agreed by 
the end of next year, but it 
was hard to tackle budget 
issues with Dutch and Ger- 
man elections looming. 
Commission financing pn>- 


Spain’s slice of the cake 

Structural kinds 1904-99 
(projected total of Ecu138bn at 1994 prices) 

Spain 
224% 


Cotaston fund* 1994-89 
(projected total of Ecu14^bo at 1994 prices) 


Other SI 
countries 




posals for 2000-2006 foresee 
spending of Ecu275bn 
($3l6bn) on structural mea- 
sures, including Ecu21bn on 
cohesion payments. Of the 
remainder, Ecu45bn would 
be set aside for the future 
new members, with part of 
the money coming from 
savings made as some 
regions cease to qualify for 
special regional funds. 

Most of Spain’s regions 
have up to now obtained 
“Objective 1” funding, des- 
tined for areas with income 
levels below 75 per cent of 
the EU average. Madrid 
accepts that some - notably 
the Valencia region - are 
likely no longer to qualify, 
but insists aid should be 


phased out over a period, it 
is also keeping a wary eye 
On proposals for rhwnnplIiTig 
some structural hinds Into 
employment initiatives. 

“We are running the risk 
of not putting up enoagh 
money to finance our ambi- 
tions," Mr de Miguel said. 
Spain agreed there should be 
sp ending limits, but t he plan 
to keep to a maximum of 
L.27 per cent of EU GDP 
should be “indicative", not a 

fj-gpd ra iling . This might be 
sufficient as long as the EU 
sustained 2 per cent real 
growth over the period, as 
envisaged, and ordered its 
fjnanrgg better. The package 
should cover the needs of 
new members, since for the 


first part of the period nego- 
tiations would not have been 
completed. “Another ques- 
tion is what happens from 
2007,“ be warned. 

“What we do not want is 
to discover half way through 
that 1.27 per cent is not 
pnmigh , and to have to Aral 

file money,” he «n‘d- Spain 
wanted the EU to have the 
courage to strengthen Its 
funding, changing the basis 
of members’ contributions 
and gearing them to per cap- 
ita income levels as well as 
national GDP. But it realised 
this idea was “very unpopu- 
lar", he said. “It is easier to 
take away cohesion funds 
and reduce structural fund- 
ing." 








-“•-case study #13 /Avantel 




1. Avantel SA, a joint venture between Banamex and MCI, required a $1 billion investment 
to buBd a long-distance fiber-optic network connecting major cities in Mexico. 

2. Political risk and the difficulty of .projecting performance In the newly deregulated market 
were sure to be factors influencing the terms of financing. 

3. Bank of America addressed the issues head-on. The Balk's team helped prepare AvarrtePs 

business plan, and developed a model to help tenders and investors analyze p ©rformapqe 
variables. ’•••.* ' ■ ■ 

4. BofA then led the effort to improve the risk profile of the project through guarantees from . 
the Export-Import Bank of the United States (the first-ever for a telecom start-up). The Bank 
also helped obtain direct lendfog from the Export Development Corporation of Canada. 

5. Cost-effective financing enabled Avantel to construct the first fiber-optic network to be built 
in the deregulated Mexican market 


m the power 

Bank Of America teamwork in motion 



www.bankaftierica.com 
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NEWS DIGEST 


Greek banks 
raise rates 

Three Greek banka yesterday raised deposit and lending 
rates In response to a short-lived currency crisis earner 
fhiq month, which pushed short-term interbank rates as 
high as 150 per cent. 

The move contributed to a 3.9 per cent fall yesterday on 
the Athens stock market, in the wake of a 5.4 per cent 
decline last week. 

Alpha Credit Bank. National Bank of Greece and Ergo- 
h ank, the country’s leading commercial banks, raised 
deposit rates by up to 1.5 percentage points and lending 
rates for working capital by up to 3.5 points. 

The «»"p despite an appeal by Y annus Papan 

tonioo, economy minister, for banks to hold down interest 
rates “take into account what is best for the econ- 
omy”. In a newspaper interview published yesterday. Mr 
papantoniou rfafmgd that Greek banks' first-half profits 
an local bond and foreign exchange markets outweighed 
their losses during the drachma crisis. 

Many Greek banks hold up to 40 per cent of assets in 
Greek gove r nment securities, which have lost up to 10 per 
cent of their value following heavy selling by foreign 
investors. Kerin Hope. Athens 

■ AID FOR VW 


Brussels green light expected 

The European Commission is today expected to clear a 
ira>v»g» of government aid to Volkswagen's plant at 
Batmatal, in the state of Hesse, on condition that a sepa- 
rate DM90.7m (!$ssm) of state aid to the company's plant 
In Saxony is repaid. Co mmiss ion sources said yesterday. 

The decision will dose an acrimonious dispute between 
Bntin and Brussels over subsidies paid by the east Ger- 
man state of Saxony to two VW plants, even after the 
Commission bad declared the aid illegal under EU rules. 
There is no formal link between clearance of the Baunatal 
aid and se ttlem ent of the Saxony dispute but the Commis- 
sion twado it clear a few weeks ago that no new aid to VW 
would be permitted until the Saxony subsidies were 
repaid. Emma Tucker. Brussels 

■ FRENCH BUDGET 


Deficit ‘still on target’ 

France’s budget deficit in September widened marginally, 
but fin ance ministry offi cials insisted the target of 3.1 per 
cent of gross domestic product would be met this year. 

The September deficit topped FFr292bn ($5lbn). FFrl3bn 
more than in the same period of 1996. Fiscal receipts were 
down 0.1 pe- cent, while in August they were up 3 per 
cent Against this were increased social security and 
schooling expenditures. 

Officials attributed the dip to three factors. First, 
income tax revenues were FFriibn lower as a result of 
the full implementation of changes introduced by the pre- 
vious government. Second, changes in procedures in 
European Union transfers led to a decline of FFrSbn. Last, 
the expected September draw on the Caisse des Depots, 
the state-controlled financial institution, of FFrl2bn has 
been postponed until November. Robert Graham. Paris 

SINGLE CURRENCY 


Fewer Germans oppose euro 

Opposition to the euro in Germany appears to be declin- 
ing , but the country remains far from enthusiastic about 
the planned single European currency, opinion polls 
suggested yesterday. The Konrad Adenauer foundation, a 
think-tank linked ‘to the Christian Democratic Union of 
Helmut Kohl, the cha n cell or , said the number of Germans 
opposing monetary union fell to 45 per cent in late August 
from 63 per cent in October last year. The foundation said 
nearly 40 per cent of Germans favoured the euro, up from 
around 35 per cent previously. Peter Norman, Barm 

BERLIN AIRPORTS 


Seven consortia interested 

Seven consortia have expressed interest in buying a 
majority stake in Berlin's regional airport authority. BBF, 
which is scheduled to build a new International airport 
just outside the German capital. The consortia comprise 
20 companies. 

The deadline closed yesterday for declarations of inter- 
est in the sale, seen as a test case for public-private part- 
nerships in German infrastructure projects. 

The successful bidder wflj own at least 74.9 per cent of 
BBF and get a 50-year licence to operate the new airport, 
expected to cost DM5bn to DMBbn (t2.9bn-i4.6bn) and be 
operational by 3007. 

Among those d e c lari n g an interest are BAA of Britain 
and the Goman construction group Hochtief. Hochtief is 
working together with ABB, the Swiss-Swedish group, 
Siemens and the Frankfurt airport holding company. The 
BAA consortium includes the German insurer Allianz, the 
Australian group AMP and the Daimler-Benz subsidiary 
Debis - Frederick StOdemartn. Berlin 


CALL IFOR EXPRESSIONS OF INTEREST 
in purchasing a plot of land owned by 
“BARCO SA TEXTILE INDUSTRIES” 

“ET3BN3KI KEPHALEOU SA. ADMINISTRATION OF ASSETS AND 
UABILniES" of 9a Onyvoqxliotissb SL Athens 10560. Greece in 
capacity as Liquidator of “BAKOO SA TEXTILE INDUSTRIES” a company 
with is n^pflmd office ao Athena, windi is presently tinder special bquklation 
accortfing w the jtoveww Cti A/licfc 46a of LJ892W by vmur of dcrisi* 
No26yi993 rfte Athens Coot of Appeal bmta uercacd parties to submit 
within twenty (20) days from the pubiicstiao of this Call Ncn^iacfinE written 

Eaptgssiottaof hwacn in puicba s ii t g die plot of tart described below. 

BRIEF INFORMATION 

A plot of land covering 1S7J0 sqjn. according to the tide deeds and 1 tuAl 
sqjn. following street alignment, in O.T.289, m the Municinolitv of 
Moanmpbosis, Attica. This has been declared mutton use area. 

SALE PROCEDURE 

The ale will tate place by way of pofatic auction m accordance with the 
p™™* * Cfm«to 46i of L.I8KV1 W0 art the terms mentioned in £ 

SUBMISSION OF EXPRESSIONS OF INTEREST . 
OFFERING MEMORANDUM 

in order to obtain the Offering Memorandum in respect of die above sale anri 
for any farther nrf onpa uoo. p lease contact ETHNIKJ KEPHALEOU Sa 


BUSINESSES FOR SALE 


Appear in the Financial Times every 
Tuesday, Friday and Saturday. 

For further Information, or to advertise in 
this section, please contact 
Melanie Miles Tel: +44 171 873 3349 
Fax: +44 171 873 3064 
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NEWS: INTERNATIONAL 


Russia acts Zimbabwe’s reform plans take a knock 


to defuse 
Iraq conflict 


Tony Hawkins on a move to force currency conversion to boost reserves 


By Laura Sitter in New York 
end David Gardner 
in London 

Russia yesterday intensified 
diplomatic efforts to defuse 
the conflict with Iraq over 
United Nations arms inspec- 
tors as UN commissioners 
prepared to hold an emer- 
gency meeting on the crisis. 

President Saddam Hus- 
sein, who on Sunday said he 
did not seek confrontation 
with the US over the issue 
and wanted to resolve the 
20-day stand-off through dia- 
logue, yesterday met senior 
aides for dio^icc^nnc 

In Moscow, Yevgeny Pri- 
makov, Russian foreign min- 
ister, said: “We will do 
everything to find an exit to 
this crisis through the path 
of peaceful political settle- 
ment" 

He told reporters that a 
resolution would need to 
"improve the activities of 
this special commission so it 
would be clear to all that 
there was light at the end of 
the tunnel". 

Kofi Annan, UN secretary- 
general, hailed the diplo- 
matic efforts to avoid a con- 
flict as “encouraging". 

Intensified contacts 
between the US, Russia, 
Britain and France appeared 
yesterday to be advancing 
towards a two-part strategy. ‘ 

The first requirement 
would be to spell out to Iraq 
exactly what it needs to do 
to get sanctions lifted, and to 
demonstrate to Baghdad that 
‘it is an achievable target”, 
as one western diplomat put 
it. Until the weekend, the 
US, with UK acquiescence, 
has tended to the view that 


NEWS DIGEST 


sanctions would' stay until 
President Saddam Hussein 
goes, irrespective of Iraqi 
compliance. 

But second, the diplomatic 
push by four of the five 
Security Council powers 
would emphasise the possi- 
bility of expanding the u o3- 
for-food" facility under Reso- 
lution 986. which allows 
Baghdad to sell oil worth 
$4bn a year to import food 
and medicine. 

“More can be done to alle- 
viate the suffering of the 
Iraqi people and show that 
our quarrel has never been 
with them." a spokesman for 
the UK foreign office said 

Meanwhile, Richard But- 
ler, the Australian head of 
the UN disarmament com- 
mission (Unscom), s ai d yes- 
terday his commission 
would brief the Security 
Council tomorrow on its 
ability to perform following 
the withdrawal last week of 
all but a skeleton crew of 
seven from Iraq. 

Unscam's 21-member advi- 
sory board will hold an 
emergency meeting in New 
York this week. Mr Buffer 
said since the board’s mem- 
bers have to travel consider- 
able distances they could 
meet on Friday at the earli- 
est 'Last week Russia, irri- 
tated that Mr Butler had 
ordered the withdrawal of 
the bulk of the UN inspec- 
tion team after Iraq ordered 
Its six US members expelled, 
requested that the advisory 
board meet. 

Iraq accuses the US of 
dominating the UN inspec- 
tions and constantly placing 
new obstacles on the lifting 
of sanctions. 


Winnie eyes 
top ANC post 

Winnie Mandela launched her bid to become deputy 
president of South Africa’s ruling African National 
Congress yesterday with an attack op the^pajrty^ ^ 
leadership, and a call for a referendum ao/the ’ " 
reintroduction of the death penalty. Mrs I^ahdiala, 
divorced last year by President Nelson Mandela, said if 
the people wanted her to become deputy president of the 
ANC at the party’s congress next month nothing could 
stop her. 

Mrs Mandela has been nominated for the post by the 
ANC women's league, of which she is president Every 
effort is being made by senior ANC ofBdalS-to ensure that 
Mrs Mandela fails in her bid. Mr Thabo Mbeki, who is 
already assured of the ANC presidency when Mr Mandela 
steps down next month, has made clear that winning the 
deputy presidency of the party does not automatically 
mean the successful candidate going on to become deputy 
president of the nation. Roger Matthews, Johannesburg 

■ LIKUD 

Netanyahu faces rebellion 

Benjamin Netanyahu, Israel’s prime minister, yesterday 
faced a rebellion by senior members of his own Likud 
party, who began mobilising support to wrest the party 
from his control. Rani Milo, the popular Likud mayor of 
Tel Aviv, predicted "dramatic political developments" 
that “could lead to a change in power". He said senior 
party members were trying to rally 12 of 22 Likud faction 
deputies to oppose the prime minister and take control of 
the party. 

Mr Netanyahu heads a 32-member three-party faction in 
the I20seai Knesset (parliament). Benny Begin, a former 
Likud minister and fierce opponent of Mr Netanyahu, 
urged Likud ministers to take action and “stop burying 
their heads in their [ministerial] portfolios". Angry Likud 
members met yesterday and several lashed out at Mr 
Netanyahu, who was abroad. Am Machlis, Jerusalem 

■ NIGERIA 

Abacha dismisses cabinet 

General Sard Abacha yesterday dismissed his entire 
cabinet and promised to release some detainees, renewing 
speculation that Nigeria's 64-year-old military ruler 
planned to stand for president in civilian-rule elections 
due to be completed by October next year. 

"Due note has been taken of the desire of some 
members of the cabinet to fully participate in the political 
process," said Gen Abcaha in a speech marking the fourth 
anni versary of hie seizure erf power. 

f^nm minting nn the flnmmwiment. Nigerian officials 
suggested that the moves were intended to enhance the 
credibility of the election process, in which participation 
has been limited to five political parties approved by the 
government. Michael Holman, Africa Editor, London 

■ OBITUARY 

Richard Hall 

Richard Hall, publisher of the London-based economic 
newsletter Africa Analysis, and former F i na nci al Times 
journalist, who died aged 72 on Friday night, was one of 
the most respected commentators and writers on Africa. 
His career spanned the continent's revolution, from the 
struggle against colonial rule and the coup-ridden period - 
that followed, to the region’s efforts to revive an economy 
shattered by m i s man agement. ■ _ 

He maintained an abiding passion for Africa, fmthngnt 
in his exposes of its weaknesses, but convinced erf its 
potential Boro in 1825, Dick, as he was known to his 
friends, served in the Royal Navy during the second world 
war and after leaving Oxford joined the London Daily 
Man in 1955 he went to Northern Rhodesia, now Zambia, 
where he became editor of the Times of Zambia. He. . 
returned to Britain in 19B7, and from 3978 to 1980 worked 
at the Financial Times, during his last two years editing 
Men and Matters, as the paper’s diary column was then 
known. 

Dick is survived by his wife Carol, and the five sons of 
i his first marriage. Michael Holman 


Z imbabwe’s trade. liber- 
alisation reforms -and 
foreign investment 
drive received a sharp . set- 
back yesterday when the 
Reserve Bask, the c ountry 's 
i-pyitm] Knnif demanded the' 
lTY)TnMiate conversion of cor* 
porate foreign currency , 
accounts into Zimbabwe dol- 
lars in -an effort to shore- up 
the currency. 

Takeover of the domestic 
corporate foreign currency 
accounts- - non-resident 
holders and individuals are 
not affected - should boost 
official reserves, now down 
to less than two months 
import cover, by $75m, or 
sufficient to cover three 
months’ imports. 

After tumbling 5 per cent 
on Friday, the currency lost 
another Z$1 to close at ZgiS.6 
to the US unit 
The rediscount (bank) rate 
was raised three paints to 
28.5 per cent from 25.5 per 
cent previously and other 
minor, technical exchange 
control regulations were 
tightened. . 

As on. Friday when the 
currency crisis broke, trad- 
ing was hugely volatile with 
the rate hardening from Fri- 
day’s dose of Z$14£ to about 
Z$ll-5 before resuming its 
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Mngabe: promised to take 
over designated farms 

slide. At the close, the Zim- 
babwe dollar had fallen 
nearly 30 per cent this year 
- almost 20 per cent in the 
last month. 

Ministers and officials 
have blamed speculation and 
inaccurate media reports for 
the slump. 

However, the real culprits 
are the crisis of confidence 
created by the government’s 
mishandling of the economy, 
and especially the threat- 
ened designation of 1770 
white-owned farms along 
with its failure to come 
up with a credible policy 
for financing the promised 
but unbudgeted, $300m 
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payout to war veterans- 

The payout of just over 2 
per cent of gross domestic 
product would increase the 
budget deficit from a previ- 
ously-estimated 89 per cent 
of GDP to about 11 per cent. 
This is believed to be tbe 
main obstacle in the way of 
a new loan agreement with 
the International Monetary 
Fund which is desperately 
needed. 

President Robert Mugabe 
has promised repeatedly to 
take over the designated 
forms, paying compensation 
only for improvements, not 
for the land itself, by tbe end 
of 1997. 


He has no money to pay 
' for the improvements, let 
alone the land, and when a 
fortnight ago Kumbirai Kan- 
gai, agriculture minis ter, 
claimed that Britain had 
agreed to finance the govern- 
ment’s resettlement pro- 
gramme, this was promptly 
denied by Whitehall. 

Mr Mugabe has now 
painted himself into a 
"damned if he does, damned 
if he doesn't" comer. 

With an important party 
congress looming next 
month, the political fallout 
from yet another dimbdown 
over land - be has been 
promising land redistribu- 
tion since the early 1980s - 
will further undermine his 
increasingly tarnished 
image. 

Should he try to take the 
land without paying realistic 
compensation, the country's 
efforts to borrow from the 
IMF, raise foreign aid and 
attract foreign investment 
would be fatally under- 
mined. 

The crisis is tbe result also 
of the $600m deterioration in 
Zimbabwe's balance of pay- 
ments in the first seven 
months of the year, attribut- 
able to lower exports and 
increased imports, and the 


drying up of donor balance 
of payments support since 
1995 when the IMF 
suspended lending to Zim- 
babwe because fiscal targets 
were missed. 

Partial trade data pub- 
lished by the central bank, 
show exports down 11 per 
cent and imports up 10 per 
cent so far this year. In the 
first half of the year too, the 
real exchange rate was 


Crucially important now 
will be the attitude of over- 
seas investors who own 
about SI 10m of Zimbabwean 
equities. If a significant 
number of emerging market 
funds decide that the coun- 
try’s liquidity-driven equity 
boom is now history and 
sell, then yesterday's make- 
shift solution will be short- 
lived. 

Some analysts say it 


Mishandling of economy has 
created crisis of confidence 


allowed to appreciate to the 
point where ft was 50 per 
cent above its levels of six 
years ago. 

Both fiscal - and to a 
much lesser extent, mone- 
tary - policy have been lax, 
with money supply growing 
26 per cent in the first half of 
the year. 

While inflation has slowed 
markedly in recent months 
to 16.6 per cent in October, 
this is largely due to volatile 
food prices, and the underly- 
ing rate remains at 19 per 
cent - 14 percentage points 
above the central bank's 
estimate of trading partner 
inflation. 


makes little sense for for- 
eigners to sell into a market 
from which the buyers have 
retreated, but it could still 
happen, if they believe - that 
the Zimbabwe dollar has 
nowhere to go but down. 

The best news for the cur- 
rency and equity markets 
would be an agreement with 
the IMF, or at the very least 
agreement to maintain the 
dialogue, along with credible 
statements on both land and 
war veteran's compensation. 
But as one analyst noted, 
recent events have demon- 
strated that policy credibil- 
ity is not the government's 
strong suit. 
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NEWS: THE AMERICAS 


Buenos Aires feels chill 


of financial upheavals 


But despite problems, economic growth forecasts are upbeat 


A rgentina's economy 
continues to gener- 
ate impressive 
growth statistics. Last week 
the economy ministry said 
industrial production in 
October hit a new record, up 
9 per cent from a year ago, 
leaving gross domestic prod- 
uct on track to grow about 8 
per cent this year. 

But those numbers already 
feel like history- Analysts 

have been tr immin g their 
growth forecasts since the 
global financial turmoil. And 
the austerity package 
announced last week in Bra- 
zil. Argentina's main trading 
partner, has further damped 
expectations. 

The changed international 
Financial conditions leave 
Argentina with a likely mis 
of lower export demand from 
Brazil, higher domestic 
interest rates and a higher 
country-risk premium. 

Despite these negatives, 
many analysts are making 
only modest cuts in their 
growth forecasts. Walter 
Molano of SBC Warburg in 
New York, who was earlier 
predicting a -floor" of 6 per 
cent growth next year, has 
adjusted his forecast down 
to 4&6 per cent. 

Analysts’ relative opti- 
mism is based on several fac- 
tors. Higher domestic rates, 
while delaying some compa- 


Coontry risk prem i um 


laterestrates 


YieW gap between 30^arUS 
Treasury bonds and Argentina 
Par bonds (% annual) 
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nies' projects, may have only 
a limited effect on Argentine 
consumers. “Growth in 
Argentina this time has been 
investment-led," said Mr 
Molano. “Consumer spend- 
ing never really reignited, so 
there is not so far to fall.” 

Lower exports to Brazil, 
though unwelcome, will 
affect chiefly consumer 
goods, in particular vehicles 
and vehicle parts. Commodi- 
ties and oil will find other 
outlets. Mining is also set to 
make a growing contribution 
to exports next year. 

Argentine exports make 
up less than 10 per cent of 
GDP, and exports to Brazil 
account for just 3 per cent. 


limiting the impact of a Bra- 
zilian downturn. 

A slowdown should help 
Argentina’s trade position as 
Imports of capital goods 
decline. This would help con- 
tain the current account def- 
icit, heading for about 3 per 
cent of GDP this year. 

Continuing growth is pred- 
icated on an orderly end to 
the global market turmoil 
and avoidance of world 
recession. “There is clearly a 
global deflationary impact 
from the south-east Asian 
devaluations." said Domingo 
Ca valla, the former economy 
minister. 

“But if the developed 
countries react with appro- 


priate monetary policies, and 
if emerging economies. 
Including Argentina, con- 
tinue on the path of eco- 
nomic reform, then a severe 
crisis can be avoided." 

A disorderly end to the cri- 
sis is what the Argentines 
fear most In particular, an 
uncontrolled devaluation by 
Brazil would be a big blow to 
investor confidence and put 
-convertibility", the peso’s 
one-fbr-one link with the dol- 
lar, under severe pressure. 

But at least the authorities 
have had some experience in 
dealing with such a crisis. 
During the “Tequila effect", 
after Mexico's December 
1994 devaluation, a fifth of 
all deposits fled the banking 
system. The economy shrank 
4.6 per cent in 1996 as inter 
est rates ratcheted up - but 
convertibility held. 

Since the Aslan crisis 
returned last month, total 
bank deposits have risen; 
analysts agree the hanking 
system is stronger than in 
1995. 

But after shaking off the 
after-effects of the “Tequila", 
the last thing Argentine 
policymakers want is to face 
another test of Are. “No won- 
der everyone is talking up 
the Brazilian plan's rhawsx 
of success," said one analyst 


Ken Warn 
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Ham ta get therm: 


Everybody 
knows about 


outsourcing. But in the pharma- 
ceutical industry h has tradition- 
ally been applied piecemeal — 
project by project, phase by 
phase or even site by sice. 


Quintiles offers a totally new 
approach: Total Outsourcing 
as a strategic rool to manage 
major corporate issues as well 
as complex drug development 
projects. For example: 


Total Outsourcing to 
manage complex drug 
development projects 

Many of today's multi-site, 
multinational drug development 
projects require a massive staff 
and infrastructure for a relatively 
short period of time. Total 
Outsourcing to Quintiles is far 
more efficient than building an 
organization internally and then 
dismantling it, or outsourcing 
isolated segments of the project 
and trying to coordinate them 
all internally. In addition to 
speeding new products to regis- 
tration, Quintiles actually 
enhances sponsors' control 
throughout the drug development 
process. Our QNET® software, 
for example, puts lab results 
on your desktop PC the next 
morning, anywhere in the world, 
tor more timely information 
and earlier decision making. 


Total Outsourcing to ease 
restructuring 

One Quintiles customer needed 
to divest its entire Scandinavian 
research operation. Total 
Outsourcing to Quin riles enabled 
them to avoid the repercussions 
of having to shut down a sub- 
stantial business unit. Quintiles 
was able to increase the opera- 
tion’s productivity to make it 
economically viable and, in fact, 
a significant addition to Quintiles' 
resources. So Total Outsourcing 
preserved a valuable asset — in 
terms of both facilities and staff 
experience — and made it more 
widely available to the drug 
development community. 


Outsourcing to Quintiles also 
gives you access to Quintiles’ 
unmatched depth of expertise 
in both therapeutic specialties and 
geographic customs, procedures 
and regulatory environments. 


Chances are, your Medical 
Director and staff have 
already discovered the value 
of outsourcing to Quintiles. 
Now it's time for your CFO, 
CEO and Board of Directors 
to explore the strategic advan- 
tages of Total Outsourcing 
in any number of situations 
where traditional outsourcing 
might not even be considered. 


Total Outsourcing as a 
cost-effective approach to 
geographic expansion 

A global presence is increasingly 
important to pharmaceutical 
companies, but physically 
building facilities and hiring 
staff in still-developing areas 
can be a prohibitive drain on 
limited resources — and an 
expensive mistake if those 
outposts fail to develop into 
successful business units. 
Quintiles has already established 
a strong presence in Eastern 
Europe, China, India, South 
East Asia and South America, 
and can easily represent your 
interests there. In addition to 
being faster and less expensive 
than doing it yourself. Total 


Please contact us for an 
informative exploration of 
the possibilities, as well as 
demonstrations of how our 
customers have successfully put 
Total Outsourcing to work. 


L r S:Jim Ogle, 919 941 2888 Europe: AxmeWiIes,+44 1344 749200 
Asiaz Ellick Wong, +65 872 0429 hnp://www.quintiles.coni 
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Fair wanting; Outside the Bum zone are problems and 
op por t unities, says McDonough ap 


US keeps close 
watch for 


euro impact 


William McDonough, president of the Federal 
Reserve Bank of New York, last night spoke 
to the Association of German Mortgage 
Banks in Frankfurt about the influence he 
expects a future European currency to wield. 
The following is an extract from his speech 


T he economic impact of 
the euro in interna- 
tional trade transac- 
tions is likely to be limited. 
The same cannot be said of 
the euro’s potential role In 
international ftnunriai trans- 
actions. 

Partly because of their 
sheer magnitude - some 
estimates place the volume 
of international - capital 
transactions at more than 40 
times the volume of Interna- 
tional trade transactions . — 
growth in the use of the euro 
as the currency of choice in 
global capital markets will 
have more significant reper- 
cussions for die US than will 
increasing use of the euro in 
global product markets. 

As the market for a cur- 
rency becomes more liquid, 
the costs of carrying wealth 
denominated in that cur- 
rency fall, raising investors' 
preferences for denominat- 
ing their portfolios in that 
currency. These increased 
preferences in turn lead to a 
further deepening and broad- 
ening of the market for that 
currency, costs of holdings 
are reduced further, and the 
process continues. 

I would suggest that the 
current role of the dollar 
should not be taken for 
granted. Once the euro 
comes into existence, the 
simple conversion of the 
Emu countries’ outstanding 
securities will contribute to 
the immediate creation of a 
major securities market 
This development wifl give 
the market depth and liquid- 
ity, and in so doing, bring 
down the costs of conducting 
transactions, issuing loans, 
and trading securities below 
those: currently seen for 
European national curren- 
cies - possibly to levels com- 
parable to those for dollars. 

If foe US- experience is of 
any. - relevance, we may - 
expect to see a decreasing, 
use tof bank loans in favour 
of a growing use of securi- 
ties in Europe after 1999. 

The move to a single- 
currency, highly securitised 
European capital market 
cannot be expected to be 
completely painless. The 
banking sector will bear the 
brunt of the costs associated 
with the changeover. It wTH 
suffer losses from reduced 
foreign exchange trading 
and transfer revenues. 

There will be new opportu- 
nities for banks, particularly 
in the areas of investment 
banking and the cross-border 
sale of deposits, mutual 
funds and other savings 
products. 


On balance, the commer- 
cial position and earnings of 
many European banks are 
likely to come undo* pres- 
sure. possibly accelerating 
the ongoing restructuring of 
Europe’s banking industry.- 

Some have argued that 
Emu may cause a short-run 
glut of dollars in the interna- . 
tional capital markets, lead- 
ing the dollar to depreciate 
and the euro to appreciate. 

While some rtcHtnA in the 
reserve role of the dollar is 
certainly plausible with the 
creation of Emu, I believe 
the risk of a dramatic shift 
in official dollar reserves 
both in and outside Europe 
In the wake of Rmn bas been 
exaggerated. 

It will take some time 
before the objectives and 
operating procedures of the 
European central . bank 
become clearly under- 
stood by market partic- 
ipants. 

Given its need to instil 
confidence in the markets 
the bank is likely to want to 
be perceived as ready and 
able to operate effectively in 
the dollar market, for which 
substantial dollar reserves 
may be required. 

It seems safe to assume 
that significant changes in 
the international role of the 
dollar and the functioning of 
the international monetary 
system would occur only 
gradually, and surely In a 
manner that could be easily 
coped with. 

In contrast to the US. 
Europe is characterised by a 
mare segmented labour mar- 
ket and limited integration 
of Its national fiscal systems. 
Both these characteristics 
limit the ability of Europe’s 
private sector to shift 
resources in response to 
regional recessions. This 
lack of flexibility is widely 
acknowledged to be one of 
the root causes of the high 
unemployment Europe has 
experienced in the last 
decade. . 

The argument that Europe 
can ill afford to renounce 
exchange rate flexibility 
rests crucially on the view 
that Europe is significantly 
more- heterogeneous than 
the US. and therefore, more 
vulnerable to country spe- 
cific shocks that can beat be 
corrected by exchange rate 
changes. I do not support 
this view. 

It is possible to suggest 
that the economies of same 
European countries have 
more in- common today than 
do those Clf some indivi dual 
states in the US. 


NEWS DIGEST 


Election ban on 
Teamsters chief 


A special courtrappotated monitor yesterday ruled that 
Ron Carey; Teamsters president, cannot run for 
re-election, a decision which threw the 1.4m member 
nninn into tORaoll as reformers s e a r ched for a new 
candidate. „ _ , 

In August, a federal official overturned Mr Carey s lKfc 
reelection victory over James Hoffa, son of the famous 

leader, because of illegal fund-raising. Three of Mr 

Carey’s aides pleaded guilty to a conspiracy in which they 
founded money from the Teamsters treasury to the 
president’s re-election. 

Mr Carey had been viewed as a reformer, ascending to 


im VAU LJ miu UWWU > T- — — — — - . 

the le ade r ship on an anti-corruption platform in 
Since then, he has ruthlessly cut privileges for union 
bosses, shut down local branches under suspicion of ^ 

malfeasance and sought to reestablish the Teamsters 
foding political and economic clout. 

The decision against Mr Carey was issued by former 
federal judge Kenneth Conboy. a special adjudicator 
appointed by a district court judge, serving in the 
Teamsters cleanup process. Nancy Dunne, Washington 


ARGENTINA BORROWING 


IMF pact in sight 

Argentina was yesterday set to concl u de negotiations for 
a thre e-year $2 Jbn extended fund facility with the 
International Monetary Fund. 

A letter of intent for the accord is due to be signed 
within the next 10 days. Under the terms of the deal. 
Argentina has agreed a 1998 fiscal deficit target of $3£bu, 
just over 1 per cent of gross domestic product, against a 
1997 target of $L5bn. The government has also pledged to 
conclude labour law reforms by next June. 

The government hag also agreed to seek to push 
through tax reforms by the end of next year. However, 
the accord specific targets on judicial reform, 

which has been periodically discussed between the 
government «nd IMF officials. Ken Warn, Buenos Aires 


US INDUSTRY 


Output rises again 


US industrial output rose in October as factory operating 
rates hit their hi gh est level in more than 2 Y» years, the 
Federal Reserve said yesterday. 

Total output by the nation’s mines, factories and 
utilities rose 0.5 per cent last month after a revised 0.5 per 
cent increase in September. The capacity use rate, which 
measures how close businesses are to their maximum 
operating capacity, rose to 843 per cent - the highest 
since March 1995. 

The Iower-than-expected output and capacity use rates 
are likely to ease concerns about potential inflation 
pressures in manufacturing. The Fed has said it is 
watching closely for wage pressures generated by low 
unemployment Analysts said tile report showed the 
manufacturing sector remained strong at the start of the 
fourth quarter. 

The Fed also noted the generally strong tone in 
manufacturing activity last month , though production of 
energy products and of construction materials leveled 
off Reuters, Washington 


■ US FILM BATTLE 


Disney shows muscle 


The Little Mermaid, Walt Disney’s eight-year-old 
animated feature, took mare than $10m at the US box 
office last weekend, reminding rivals bidding for a share 
In flip. animation marke t Of thp taak ahead 

The strategic rerelease, a week before News Corp's 20th 
Century Fox launches its first big-budget effort, 

Anastasia , shared second place in the listings with 
Starship Troopers, a science fiction production from 
Sony. 

First place was taken by a Bruce Wflhs vehicle, The 
Jackal, a remake of The Day of the Jackal, which sold 
more than Sl5m worth of tickets. The reappearance of The 
Little Mermaid is part of a long-established Disney 
marketing ploy to introduce its hit animated features to 
successive generations of children and parents with the 
aim of selling additional home videos and associated 
toys. Christopher Parkes, Los Angeles 


ONLINE SERVICES 


AOL cyberspace leader 


America Online, the largest US online service, has topped 
more than 10m subscribers, making it the largest sin gle 
presence in cyberspace. The company annnimppd 
yesterday it had added over 3m members in the US, 
Canada, Europe and Japan over the past year. 

The figures indicate AOL may be putting behind it most 
of the problems resulting from an overburdened network. 
In Decemba- 1996, AOL started charging US subscribers 
$19.95 a month for unlimited use Instead of nhnrg in g by 
the hour as it had done for years. A surge of new 
customers overloaded the company's mo dems and left 
m illio n s of customers getting busy si gnals inu tpqd of 
e-mail earlier this year. - AP, New York 


CUBAN ECONOMY 


Growth ‘despite sanctions’ 


Cuba’s economy, bolstered by tourism and foreign 
investment, will grow by about 2 JS per cent this year and 
should continue to grow in spite of ti ghten e d US 
sanctions against the island, Carlos Lagfe, Cuban 
vice-presi d ent, said yesterday. 

“We are convinced . . . that the economy has begun a 
process of recovery and that conditions have been created 
to continue the process in the next few years." Mr 
told presidents and directors from Latin American and 
Caribbean central banks. Pascal Fletcher, Havana 


Business leaders want urgent action on taxes and teleco ms 


Plea on electronic commerce 


By Louisa Kahoa 
in 5an Francisco 


The US and other 
governments must act 
quickty on several fronts 
including taxes, telecommu- 
nications deregulation and 
updating laws if businesses 
and consumers are to enjoy 
the full benefits of electronic 
commerce, a high-level com- 
puter industry group urges 
in a report to be published 
today. 

Rapid growth in the use of 
Information networks and 
technology “demands Imme- 
diate action", said the Com- 
puter Systems Policy Project 
(CSPP), a group comprising 
chief executives of the larg- 
est US computer companies 
including Compaq Com- 


puter, Digital Equipment, 
Hewlett-Packard, Interna- 
tional Business -Machines 
and Sun Microsystems. 

In particular, the group Is 
calling upon the Federal 
Communications Commis- 
sion to promote competition 
in local and regional tele- 
phone service markets. 

This was essential if elec- 
tronic commerce was to 
flourish, the group said. 
While competitive long dis- 
tance telephone companies 
had built high bandwidth 
networks to carry internet 
traffic, local phone compa- 
nies were still focused on 
voice services and were not 
doing enough to create the 
infrastructure needed for 
electronic commerce. CSPP 
complained. 


Global markets also 
needed to be opened to new 
competition from network 
operators and service provid- 
ers, according to the CSPP. 
The group said it would 
monitor steps taken by mem- 
bers of the World Trade 
Organisation to implement a 
broad agreement on telecom- 
munications markets si gn pH 
earlier this year to deter- 
mine whether farther multi- 
lateral agreements are 
needed. 

Tax policy would be 

instrumental Vn deter mining 
whether the vast potential of 
global electronic commerce 
was realised or frustrated, 
the group said. The group 
advocates “tax neutrality," 
meaning no tax system 
should discriminate against 


Tax 


and 


electronic purchases, 
policies in the US 
abroad should be co-ordi- 
nated and efforts made to 
ensure no new “internet 
taxes" were imposed, the 
group said. 

“CSPP believe it is critical 
to develop a broad domestic 
and international consen- 
sus." the report said. “Fail- 
ure to do so could result in 
an electronic marketplace 
stifled by a random patch- 
work of thousands of differ- 
ing [tax] laws and interpreta- 
tions.” 

A framework of laws cov- 
ering electronic commerce 
was also urgently needed, 
the industry group said. Cur- 
rent contract laws must be 
updated to address 
tronic transactions. 
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NEWS: WORLD TRADE 


Kazakhstan turns east for business 


B arakholka market, on 
the outskirts of 
Almaty in Kazakh- 
stan, is a warren of metal 
truck containers which' have 
been transformed into s talk* 
Fur-batted Chinese traders 
hawk Barbie doll copies and 
womens' stockings, staples 
of the growing shuttle trade 
between Kazakhstan and 
China. 

A few miles away, in one 
of Almaty’s five-star hotels, 
a more sophisticated version 
of the same trend is taking 
place. Champagne flows as 
Andrew Dixon, genera] man , 
ager of HongKong Bank, the 
largest bank in China, toasts 
the opening of its new 
Almaty office. 

“We want to be positioned 
for the growth of trade with 
China and the Far East," be 
explains. Kazakhstan, along 
with the rest of land-locked 
central Asia, began the 1990s 
with Russia as its primary 
trading partner, mostly 
because of the lack of physi- 
cal transport routes else- 
where. The fight to break 
free of this enforced depen- 
dence has led the countries 
to explore alternatives to the 
west and south, but over the 
past year.- Kazakhstan has 
begun to swivel 180 degrees 
to face its quiet neighbour 
looming across the Tien 
Shan mountains. 

The most visible example 
of the rapid development of 
Kazakhstan-China commerce 
is two deals signed recently 
by the Chinese National 



Traders in a market in Almaty, Kazakhstan 


Petroleum Company (CNPC) 
for privatised oil companies 
in Kazakhstan, These were 
finalised In September when 
Li Peng, China’s premier, 
visited Kazakhstan and for- 
mally committed $9.5bn of 
investment to the country. - 
These deals included an 
accord by CNPC to build an 
oil pipeline from the western 
part of Kazakhstan to China, 
which will become a leading 
net importer of oil in the 
next decades as economic 
growth outpaces its 
resources. The' deals could 
be -the prelude to further 
commercial links between 
resource-rich but land-locked 
central Asia and resource- 
hungry China. 

- “Overnight, the centre of 
gravity in the transport 
equation has shifted due 


east," said David Skeels. 
British Gas representative in 
Almaty. 

Nursultan Nazarbayev, 
Kazakhstan's president, is 
keen to see the trend con- 
tinue. “We are open for col- 
laboration with China, 
whose economic achieve- 
ments are indisputable and 
give assurance that in the 
next century this country 
will be in the ranks of the 
most developed states,” he 
said in an Interview. 

But some Kazakh experts 
are sounding a note of cau- 
tion about China’s ultimate 
intentions. “It is obvious 
that China is preparing a 
bridgehead into the 
north-west, and above all to 
central Asia and Kazakh- 
stan,” said Murat Auezov, 
formerly Kazakhstan’s 


ambassador to Betting, and 
an expert on Chinese affairs. 

Likewise, diplomatic 
sources say that the US, 
which recently declared that 
access to the oil-rich Caspian 
Sea is an important strategic 
interest, might hot be happy 
' with the oil route to China, 
in spite of its doctrine of 
encouraging multiple pipe- 
lines. 

The main barrier to fur- 
ther trade links with China, 
and the Far East in general, 

is lack of infrastructure. 

Most of the trade is by thick, 
as railroad capacity between 
Kazakhstan and China is 
limited to 2£m tons a year 
because of different rail 
widths. For comparison, rail- 
roads can carry lOQm-lSQm 
tons of cargo a year between 
Kazakhstan and Russia. 

A Japanese company, 
Ghori, is working on a proj- 
ect to expand the rail link 
between Kazakhstan and' 
China to accommodate 5m 
tons a year, mostly to carry 
increased steel exports from 
Kazakhstan's' recently priva- 
tised Ispat-Karmet steel- 
works. 

Expanding the railways to 
China will also allow oil 
companies to ease transport 
bottlenecks while pipelines 
are laid In November the US 
oil company Chevron, which 
is producing oil at the giant 
Tengiz oil field in west Kaz- 
akhstan, will send the first 
shipment of oil by rail to a 
refinery In western China. 

“We are interested in 


exploring mar keting oppor- 
tunities in China. However, 
we continue to see the Cas- 
pian Pipeline Consortium as 
our priority." said Philip 
Meek, Chevron's representa- 
tive in Almaty. The consor- 
tium, made up of a number 
of oil companies, is planning 
to build a pipeline from Ten- 
giz to the Black Sea coast via 
Russia, but this has been 
hampered by delays over the 
past several years, making it 
necessary to find alternative 
export routes. 

While most of Kazakh- 
stan’s exports are raw mate- 
rials, it imports mostly 
cheap Chinese manufac- 
tures, which are visible at 
markets aD over the coun- 
try. Total trade turnover 
between Kazakhstan and 
China last year was roughly 
$500m, according to official 
figures, though experts say 
the real total is probably 
twice that, accounting for 
the shuttle trade in Chinese 
manufactures. 

Back at Barakholka. as the 
sun reflects off the sheer 
peaks of the Tien Shan 
mountains, Elias, who sells 
Chinese-made luggage out of 
one of the metal truck con- 
tainers, closes up shop for 
the day. Slapping the side of 
the container, he says: “It 
used to be there were only 
100 of these containers in 
Almaty. Now there are 500. 
Next year, there will be dou- 
ble that” 

Charles Clover 


Oil and gas deal expected today 


By Heather Bourbeau and 
Nancy Dunne in Washington 

President Nursultan 
Nazarbayev of Kazakhstan 
yesterday signed a bilateral 
defence agreement with the 
US, but the attention of the 
business community was 
focused on the disposition of 
Kazakhstan ’8 massive gas 
and oil reserves. 

Two long-awaited produc- 
tion sharing agreements are 
expected to he signed today. 

One is in preparation 
for exploratory drilling in 
the Kazakhstan sector of the 
Caspian Sea. Members of the 
North Caspian consortium 


include Mobil, Agip, British 
Gas, BP-Statoil, Shell and 
Total 

Plans are now in place to 
begin drilling In 1998. 

The second deal concerns 
the Karachaganak oil and 
gas condensate field. The 
44-year production sharing 
agreement between British 
Gas, Agip and Texaco is 
seen as a “symbolic” bless- 
ing by the US. given in 
the hope that Kazakhstan 
will not change the terms 
of the contract, as ■ it has 
■done in several minerals 
deals. 

By one estimate, the 
project, which will include 


a primary refining facility 
and the development of 
export routes. Is valued at 
fSbn. 

Kazakh handling of gas 
and oil contracts has 
attracted controversy. 

In the Tengiz oilfield. Kaz-‘ 
akhstan's premier ofl field, 
partners In the venture were 
changed as the government 
sought more direct control. 

. Last November, Sarybal 
Kalmurzaev. chairman of the 
state property committee, 
accused the ministry of oil of 
stealing S500m in ofl reve- 
nues, exactly the amount 
paid by Mobil for its share of 

the Tengiz field. 


Problems also plague the 
question of delivery. 

The only operational pipe- 
line for transporting the gas 
and oil from Karachagnak 
runs through Orenburg, Rus- 
sia. 

After long negotiations 
over participation in the 
project, Gazprom said it 
would not allow its pipelines 
to be used as transport from 
the site, 

Alternative pipelines are 
being considered, including 
one through Azerbaijan to 
Turkey, another through 
Iran and one through China. 
The Chinese government 
recently signed an agree- 


ment to build a 3,000km 
pipeline across the land- 
locked state, connecting the 
oil-producing regions in the 
west with the refineries in 
the north and south and 
leading to western China. 

“We welcome all routes 
[for pipelines] except one 
through Iran,” said Eliza- 
beth Jones, US ambassador 
to Kazakhstan. 

US officials expect 
Kaz akhs tan to honour its 
contracts with oil and gas 
companies because they 
have extensive financial and 
technological resources and 
direct access to the presi- 
dent 


EUto 
lift ban on 
Iranian 
pistachio 
imports 

By Emma Tucker 
In Brussels 


A European Union ban on 
imports of pistachio nnts 
from Iran will be formally 
lifted in two weeks, a Com- 
mission official confirmed 
yesterday. 

Brussels is satisfied that 
commitments given by the 
Iranian authorities to carry 
out scientific analyses of 
their pistachio nnts and pro- 
vide exports with clear cer- 
tificates removes any danger 
for EU consumers. 

The ban was imposed in 
September after inspectors 
discovered batches of nnts 
contaminated with aflatoxin 
B1 - a highly toxic sub- 
stance which can cause 
cancer. 

It came at a particularly 
bad time for Iran as the nuts 
were harvested and ready 
for export to Europe. 

Pistachios are Iran’s larg- 
est foreign-currency earner 
after oil and carpets, with 
some 390,000 people work- 
ing on pistachio farms or 
related operations. 

The decision to reverse 
the block on imports was 
taken after a mission or 
inspectors visited Iran 
at the beginning of Oct- 
ober. 

A formal written engage- 
ment from the Iranian 
authorities to improve the 
hygienic conditions of the 
production, storage and 
transport of pistachios was 
taken into account by the 
inspectors in making their 
recom mendation. 

Certificates carrying the 
results of tests from a num- 
ber of approved laboratories 
will also have to accompany 
shipments. 

Pistachios from the US are 
a main competitor of Iran’s 
nnts. 

In June, US pistachio 
growers complained to 
Israel that they could not 
penetrate the Israeli market 
because it was saturated 
with Iranian nuts, despite a 
ban on their import. 


NEWS DIGEST 


Matra BAe in 
UAE arms offer 

Matra BAe Dynamics, the Anglo-French consortium, 
yesterday said it was offering air-to-air missiles worth 
about FFr3bn ($5i8m) to the United Arab Emirates far 
Mirage 2000-9 aircraft the country is considering buying. 
The UAE is in talks to buy 18-27 upgraded Dassault 
Aviation Mirage 2000-9s to add to its existing fleet of 33 
Mirage 2000 aircraft. 

Matra BAe Dynamics said the company was offering the 
Mica and Asraam (Advanced short range air-to-air 
missile) as part of the weapons system. It is also offering 
the Storm Shadow air-to-ground cruise missile, which 
would be on top of the estimated price. 

Matra BAe is a joint venture between British Aerospace 
and France's Lagardcre group. Jean-Paul Gut Lagardvre. 
executive vice-president, said Matra's alliance with BAe 
opened up the possibility of soles of Mien infra-red guided 
missiles and the Storm Shadow to Saudi Arabia, which 
flies Tornado aircraft built by BAe. Oman, which flies 
Jaguar strike jets, is a potential market for Matra BAe. as 
is Qatar, which flies Mirage 2000 aircraft. Reuters. Dubai 

U CHILE ARMS PURCHASES 


Ministerial move delays deals 

Two big arms purchases for the Chilean navy and air 
force, worth a combined $ibn. are in abeyance fallowing 
the news that Edmunrio Perez Yomn. the present ilcti-nrc 
minister, is to leave the cabinet “early next year". His 
successor is not expected to be named until March. 

The navy has been weighing the merits of British 
Upholder submarines, Swedish Gotland class submarine, 
the German type 209 and a French-Span ish model, the 
Scorpene. It had decided in principle on the Srnrpeno. the 
most modem and one of the most expensive options - the 
two submarines were expected to cost about $450m. 

No contract has yet been signed. The price is beyond 
the navy's current procurement budget, and the defence 
ministry would not authorise a loan. The manufacturers 
may now have to await a new minister. They also have tu 
deal with a new navy commander, Admiral Jorge Patricio 
Arancibia. 

The air force is in the market for 16 new fighter aircraft, 
and is choosing between the Gripen aircraft from 
Sweden's Saab, France's Mirage 2000-5. and the 
Lockheed-Martin F-16. Earlier this year, the US 
administration lifted a 20-year ban on the sole of 
advanced combat aircraft to Latin America, and the F-lUs 
are a strong contender. Dassault, the French 
manufacturer, and Saab of Sweden are also vying for the 
contract Imogen Mark. Santiago 

E EUROPE TUBE IMPORTS 


EU imposes dumping duties 

The European Union said yesterday it would impose 
anti-dumping duties od steel tube and pipe imports from 
eastern European countries. Duties of 7.5 per cent would 
be imposed on the Slovak Republic. 26.8 per cent on 
Russian products, as well as Czech Republic (28.6 per 
cent), Poland (30.1 per cent), Hungary (36.5 per cent] and 
Romania (38.2 per cent). Several companies were granted 
lower duties after commitments to price arrangements. 

The EU has dropped anti-dumping proceedings against 
Croatian steel tube producers after finding no threat of an 
increase in exports to the EU. International Staff 
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Singapore opens arms to foreign stockbrokers 


Richard Ha: speeding the pace of 
liberalisation 


By Janies Kynge in Singapore 

Singapore is likely to Increase 
the number of seats it offers to 
foreign brokerage houses on the 
Stock Exchange of Singapore and 
allow foreign participation in the 
share offerings of state-run com- 
panies, Richard Hu, the finance 
minister, said yesterday. 

The likely reforms are part of a 
broader move to speed up finan- 
cial deregulation, expected early 
next year. 

Officials are shy of calling the 
reform programme a "big tang”, 
but one termed it a "series of 
thunderclaps'*. 

Mr Hu, who is also chairman of 
the Monetary Authority of Singa- 
pore fMAS). the de facto central 


bank, said that despite the 
region's financial turmoil, liberal- 
isation could be pursued pro- 
vided that economic fundamen- 
tals remained good and policies 
were sound. 

The fact that the Singapore dol- 
lar has been relatively stable 
against the US dollar - and has 
appreciated significantly against 
south-east Asian currencies - 
was testimony that the city- 
state's economy is robust and 
mature enough to push ahead 
with financial industry reforms, 
Mr Hu said. 

"Allowing more foreigners to 
come in to the stock exchange as 
full members. .. .this is an area 
where I think we can afford to be 
more liberal," Mr Hu said. There 


Mr Hn said the city state could tolerate “a significant gap" between 
the Singapore dollar's value and that of neighbouring countries' 
currencies because their respective export markets were different 

“Some exporters are happy and some are not I think those which 
are finding' that the gap is making them uncompetitive will simply 
have to pull up their socks, so to speak,” he said. 

Economists say Sir Hu’s remarks were a signal that Singapore 
wanted to bold the currency relatively firm. “Those companies 
which are suffering because of the strengthening (Singapore dollar) 
will, like the Japanese in the early days when their currency was 
strong, simply have to improve their efficiency or get out of the 
business or ship part of their operations to lower cost areas," he 
said. The Singapore dollar has appreciated significantly against the 
Malaysian ringgit, Indonesian rupiah, Thai baht and Philippine peso 
since the currency turmoil began in early July. 

are now 33 full members and 49 are keen to secure a seat, 
non-member companies on the Mr Hu said another reform 
stock exchange. Many foreign would probably be to allow for- 
brokerages have said they eigners an allocation in the pub- 


lic share offerings of state-run. 
companies, such as Singapore 
TPig cQTTimnninati nns. Such com- 
panies are typically the largest 
stocks on the local exchange. 
Singapore Power, the state elec- 
tricity utility, and PSA Corpora- 
tion, operator of the world's sec- 
ond busiest port, are two large 
notations in the pipeline. 

The island is keen to see a con- 
solidation in the local banking 
Industry, where 13 local and 22 
fully licensed foreign hanks oper- 
ate. A cap cm foreign ownership 
of local banks is likely to remain 
at 40 per cent “for the time 
being”, but this does not preclude 
partnerships between foreign and 
local hanks, said Mr Hu. 

The aim of the proposed consol- 


idation among 13 local hanks was 
partly to make them large 
enough to take a bigger role in 
Asia’s loan syndication business, 
which is dominated by Hong 
Kong. Mr Hu said that In an 
attempt to Invigorate the local 
bond market government-linked 
companies, which dominate the 
national economy, would be 
encouraged to tap the local capi- 
tal market for funds rather than 
borrow from “friendly" tankers 
at advantageous rates. 

The Singapore dollar is also set 
to be gradually internationalised, 
the n^gnw» minister said. This 
would entail a slow easing of 
some of the restrictions on for- 
eigners lending Singapore dol- 
lars. 
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Turmoil in Asia: □ Japan bank goes down □ China wants regional fund □ Tokyo’s crisis package 


Japan lets 
bank go to 
wall, gently 


By Bethan Hutton in Tokyo 

It was no secret that 
Hokkaido Takushoku, the 
Japanese bank which col- 
lapsed yesterday, was in dif- 
ficulty. As the smallest of 
Japan's 10 city banks, it had 
been struggling with bad 
debts since the bursting of 
Japan’s asset price bubble in 
the early 1990s. Its shares 
had fallen from Yl.630 at the 
peak of the market to YS9 
last Thursday. 

The surprise was first that 
Takugin. as it is also known. 
- one of Japan's top 20 
banks, whose survival had 
always seemed a govern- 
ment priority - was allowed 
to collapse and, second, that 
it could be handled in such 
an orderly manner. 

At this stage, the losers 
appear to be the sharehold- 
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ere. an as yet unknown pro- 
portion of the staff, and the 
senior management, who 
will all resign. AH deposits 
and loans to the bank are 
guaranteed in the short run 
by the Bank of Japan, and 
eventually by the Deposit 
Insurance Corporation, a 
banking industry deposit 
insurance scheme. 

The authorities' solution 
appears elegant. Takugin 
will continue trading for six 
months or mare, while the 
profitable parts of its busi- 
ness are transferred to North 
Pacific (also known as Hok- 
uyo). a smaller bank based 
in the same region. Buyers 
are being sought for its 
operations outside Hokkaido. 
The Bank of Japan, the cen- 
tral tank, will extend unse- 
cured loans to cover its cash- 
flow needs during this 
period. 

When the transfer is con- 
cluded. the DIC will cover all 


Warning 
on Asian 
assets 


By John Bidding 
in Hong Kong 

Asian assets are facing the 
risk of deflation not yet fully 
discounted in regional share 
prices, according to a study 
Issued yesterday by ING Bar- 
ings. the investment bank. 

It cited “disturbing trends" 
in several industries, from 
steel to semiconductors, 
with a particular problem in 
chemicals. 

“Many companies accumu- 
lated inventory in the sum- 
mer in anticipation of prices 
bottoming, " the study said. 
“The reality is the unpleas- 
ant combination of relatively 
high inventory levels and 
falling selling prices.” 

More generally, ING Bar- 
ings said a combination of 
foreign exchange losses, ris- 
ing interest expenses. Slower 
sales growth and rising 
working capital needs were 
damaging cashflow and debt 
servicing funds. 

“The desire to generate 
foreign currency to cover 
debt servicing for dollar lia- 
bilities has caused a shut to 
export goods," the report 
said. 

In most markets, the 
threat of downward pricing 
pressure and reduced profit 
marg in* had not been suffi- 
ciently factored into stock 
market valuations. As a 
result, the bank maintained 
Its underweight position in 
the region, despite the stock 
market faiis- 


liabilities. including repay- 
ing loans from the BoJ and 
buying bad loans. 

Earlier this year Takugin ’s 
future had seemed assured 
when the powerful ministry 
of finance negotiated a 
merger with Hokkaido Bank, 
a regional rival. But over the 
s umm er the merger talks 
became bogged dawn in dis- 
putes over the extent of Tak- 
ugin’s bad loans and minor 
issues such as the name for 
the merged bank. There 
were also hints of personal- 
ity clashes between the two 
management teams. In Sep- 
tember, the merger was post- 
poned indefinitely. 

Takugin’s difficulties 
increased over the last fort- 
night, as the bankruptcy of 
Sanyo Securities, and then 
the mass downgrading of 
Japanese financial institu- 
tions' debt ratings, led to 
higher interest rates for Jap 
anese banks in the 
short-term money markets. 
Eventually, on Friday, Taku- 
gin found that lenders were 
so wary of its financial posi- 
tion that it was having diffi- 
culty raising enough cash to 
cover the flow of withdraw- 
als by customers who had 
seen the writing on the wall. 

Over the weekend, Taku- 
gin’s senior management 
met officials from the minis- 
try of finance and the BoJ 
together with a number of 
commercial banks, to ham- 
mer out a solution. Hok- 
kaido Bank, the proposed 
merger partner, was also 
present, but according to a 
BoJ official, “the consensus 
was that North Pacific Bank 
would offer the best 
chance. . . It was outstand- 
ing in terms oF the sound- 
ness of its capital ratios." 

Although North Pacific's 
financial position Is rela- 
tively strong, it is much 
smaller than Takugin, and 
could not have taken on its 
entire branch network and 
bad debts. According to the 



Takushoku tank chief Sadamasa Eawatani announcing 
yesterday that the bank is going out of business a 


most recent figures, its bad 
debts amount to Y934.7bn 
($7.4bn), or mere than 13 per 
cent of its total loans out- 
standing, and mare may yet 
emerge. Transferring Thfcu- 
gin’s business, rather than 
the company itself, will 
make it easier for North 
Pacific to reject much of the 
branch network and staff, 
which would otherwise have 
weighed heavily on the prof- 
itable elements of the busi- 
ness. 

While the stock market 
made one of its most spec- 
tacular leaps on the news as 
traders appeared to interpret 
the move as a long-awaited 
infusion of public money to 
help foiling financial institu- 
tions, the action foils some- 
what short of the promise - 
yet - of unlimited public 
funds to bail out debt-laden 
banks. 

The operation centres 


Tax cuts unlikely despite pressure from US 

Japan unveils next stage 
in its policy ‘striptease’ 


By GSGan Tett in Tokyo 

When the Japanese 
government unveils more 
measures today to boost a 
flagging economy, the mar- 
kets will be watching for 
signs of long-awaited tax 
reductions. 

They are likely to be disap- 
pointed. For although the US 
is now stepping up pressure 
for some radical stimulus 
measures, today's package 
will focus on longer-term 
supply side reforms, rather 
than extra spending or other 
short-term boosts. 

Indeed, as the measures 
tumble out today they are 
more likely to be akin to 
another round in a longer 
running policy “striptease" 
- rather than a radical 
change in direction. 

It started last month, 
when the government made 
vague pledges to take mea- 
sures to boost the economy, 
including a reform of the 
corporate tax regime and 
property law changes. 

Last week more details 
trickled out the government 
pledged, for example, to 
launch a UK-style private 
finance initiative and cuts in 
internet and postal charges. 

However, today’s package, 
which has been drawn up by 
the Economic Planning 
Agency, will add more meat 
on those bones. It will cobble 
together a motley collection 


of 100 old and new reform 
proposals into a 25-page doc- 
ument. These will include: 

■ Measures to boost Japan's 
ailing property market, by 
changing the law to allow 
special purpose companies 
for securitisation to be set 
up. Laws governing land use 
will also be eased. 

■ Help for Japan's small 
and medium-sized enter- 
prises. such as additional 
forms of finance and loans 
for these smaller companies. 
These have been ailing 
recently and have found it 
difficult to raise finance' 
from banks. 

■ Steps to promote the “glo- 
balisation" of Japan's Indus- 
try, by bringing industrial 
standards .into line with 
international nanus in areas 
ranging from construction to 
the transport sector. 

■ Reaffirmation of Japan’s 
commitment to its planned 
“big bang” deregulation pro- 
cess. It will be announced, 
for example, that life assur- 
ance companies will start 
distributing investment 
trusts soon. 

■ Reaffirmation of Japan's 
other deregulation plans, in 
areas such as telecommuni- 
cations. 

Few of these measures are 
entirely new. 

But most are likely to be 
welcomed In the longer tom 
by analysts - and by the US 
government, which has long 


been pushing for foster mar - 
ket-tased reforms in Japan. 

But the problem is that 
few economists expect the 
reforms in themselves to 
deliver much of a short-term 
economic boost 

Consequently, the real 
focus of attention will shift 
to the next round of the pol- 
icy process - negotiations 
between politicians and Min- 
istry of Finance about next 
year’s change to the tax 
regime. 

For the moment, the 
Finance Ministry remains 
opposed to net tax reduc- 
tions or to suggestions that 
tax cuts could be financed 
by issuing new bonds. 

But pressure for these cuts 
is building: Larry Summers, 
US deputy Treasury secre- 
tary. appears to have called 
for such measures in a meet- . 
ing with the Japanese gov- 
ernment yesterday, and 
these calls are supported by 
some in the ruling Liberal j 
Democratic party. ! 

Consequently, the govern- 
ment is likely to give hints 
today that it is preparing 
reforms in areas such as cor- 
porate and property tax. It 
may even indicate that it is 
considering more radical 
measures. 

But the details will proba- 
bly not emerge until the tax 
negotiations are concluded 
next month. The policy strip- 
tease is Ear from over. 


Beijing backs 
regional 
currency fund 


around the DIC. which is 
technically an industry 
rather than government 
fund. The DIC's resources 
are not unlimited, however, 
and although they should be 
sufficient to cover Takugin, 
it is by no means the only 
Japanese tank with serious 
problems. Direct infusions of 
public money may be needed 
if any more banks go under. 

Analysts are now saying 
that Takugin could be just 
the first victim of Japan's 
newly red-blooded market 
mechanisms. “The sharks 
have smelt blood," said 
James McGinnis, banking 
analyst at Dresdner Klein- 
wort Benson in Tokyo. "We 
believe the financial markets 
- through a combination of 
higher funding costs, lower 
equity prices and heightened 
counterparty awareness - 
will hunt the weakest instl-- 
tutions into oblivion.” 


By Janies Harding and 
Tony Walker in Beijing 

China has indicated support 
for an Asian currency stabi- 
lisation fund, underlining 
Beijing’s increasing willing- 
ness to back regional eco- 
nomic co-operation. The 
move also reflects concern 
about the Impact on the Chi- 
nese economy of financial 
turmoil in the area. 

Beijing has also decided to 
support a $23bn rescue pack- 
age for Indonesia arranged 
by the International Mone- 
tary Fund. China contrib- 
uted $lbn to a similar bail- 
out fond for Thailand earlier 
this year, participating for 
the first time in an iota-na- 
tional effort to provide a 
troubled economy with 

financial help. 

Measures to deal with the 
region's financial woes, 
including proposals for a 
fund to stabilise regional 
economies, will be discussed 
at a meeting In Kuala Lum- 
pur in mid-December of the 
Association of South East 
Asian Nations (Asean) and 
the leaders of China, Japan 
and South Korea. 

This will be the first 
regional summit between 
Asean leaders and counter- 
parts from the area's three 
biggest economies. 

Chen Jian, an assistant 
foreign minister, said in an 
interview that China's 
greater involvement In eco- 
nomic co-operation with its 
Asian neighbours was driven 
by “a common interest in 
ip^intainipg regional stabil- 
ity, so that we can ail pursue 
our own economic develop- 
ment”. 

The setting up of a special 


Asian fund was proposed by 
Japan at IMF/World Bank 
meetings in Hong Kong in 
September and has been pro- 
moted with increasing vig- 
our by a number of regional 
governments. 

Until now. China has been 
ambivalent about the proj- 
ect, saying- only it has been 
studying the proposal- The 
idea of an Asian fund has 
raised concerns in the US, 
where officials bave ques- 
tioned whether a regional 
facility could overlap or rival 
the work of the IMF. 

Mr Chen said China will 
take a “positive” attitude 
towards financial co-opera- 
tion in south-east Asia and 
the possibility of setting up 
an Asian fund. “We are 
working actively to discuss 
with our partners in the 
region to seek solutions that 
will be practical for all 
sides," he said, adding that 
Asian governments envisage 
a fond that would “operate 
within the IMF framework”. 

Mr Chen explained that 
China had decided to offer 
funds to assist Indonesia and 
Thailand, as well as taking a 
more proactive role in dis- 
cussing future financial co- 
ordination, because' “coun- 
tries in the region recog- 
nised more urgently the 
need for economic coopera- 
tion after the financial tur- 
moil in south-east Asia”. 

Regional financial 
cooperation to prevent fur- 
ther turbulence in Asia's 
financial markets is also 
likely to be high on the 
agenda at the meeting of 
Asia-Pacific Economic 
Co-operation (Apec) forum 
members in Vancouver later 
this month. 


NEWS DIGEST 

Pakistan’s 
PM in court 

Nawaz Sharif, Pakistan’s prime minister, appeared in the 
Supreme Court in Islamabad yesterday charged with con- 
tempt of court If found guilty, Mr Sharif could be disqual- 
ified from parliament 

The charges are based on remarks alleged to have been 
ffiaiip by Mr Sharif to journalists last month. He allegedly 
accused Sajjad Ah Shah, chief justice of the Supreme 
Court, of exceeding his authority and undermining parlia- 
ment Justice Shah will resume the hearing today when 
he Is due to see video-tapes of the news conference at 
which Mr Sharif allegedly made the remarks. On the first 
day of the proceedings, Mr Sharif denied before a panel of 
five judges that he had committed contempt of court but 
expressed his "sorrow” if his statements had offended the 
judiciary. Fortum Bokhan, Islamabad 

■ PHILIPPINES INVESTMENT 

Big fall recorded in October 

Investments approved by the Philippines Board of Invest- 
ments in October plummeted 62 per cent year-on-year to 
4j2bn pesos C$123m), the first monthly slowdown this year, 
according to government figures. Cesar Bautista, secre- 
tary of trade and industry, said the steep decline was 
unrelated to “prevailing market conditions”. He pointed 
to the total figure for the first 10 months, which showed 
investments reached 503bn pesos, five times the figure for 
last year. 

In the wake of the regional currency crisis, investors in 
certain sectors in the Philippines have been faced with 
additional disincentives. A Supreme Court ruling this 
month, which declared unconstitutional the law deregu- 
lating the oil industry, has hit investor confidence. The 
mining industry says a new law protecting the rights of 
indigenous peoples - which comes into effect on Friday - 
will probably delay approval of new mining permits for 
six to 12 months. Justin Marozd . Manila 

■ VIETNAM DEBT 

Terms agreed with Romania 

Vietnam and Romania have agreed repayment terms far 
about 70m transferable roubles in outstanding debt owed 
to Bucharest, one of its last remaining Camecon-era credi- 
tors. Though modest - the deal puts (he debt at $l2m - it 
comes less than a month after Hanoi restarted negotia- 
tions with Moscow over 10.5bn transferable roubles owed 
to Moscow. That was incurred when Hanoi was a satellite 
state of the former Soviet Union. Hanoi and Moscow bave 
bickered over an exchange rate for the debt for years. Bat 
the size of Hanoi’s non-convertible debt to Moscow has 
started to concern western economists. Hanoi's arrears in 
bard currency terms could threaten its foreign exchange 
reserves of roughly $2bn. The Romanian settlement fixes 
the transferable rouble - used by the former Soviet Union 
in dealings with client states - at a rate of six to the dol- 
lar. Jeremy Cram, Hanoi 
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Trade flgtms are given in MBona al European currency units {EcuV The Ecu exchange rate shorn the number at national currency units per Ecu. The normal effective 
exchange rate is an Index with 1985=100. 
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32 

6.5512 

1112 

149 

09 

68 

1896.7 
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20X1 

12 

2.9 

69539 

110.8 

160 

2.0 

29 

19189 

769 

March 

20.1 

1 A 

1.0 

69602 

110.7 

169 

22 

19 

13379 

759 

Apr! 

20.9 

2.3 

3.6 

69715 

110.3 

179 

2.1 

61 

13319 

76.3 

May 

. 20.7 

2.5 

3.4 

6972S- 

■no.o 

18.1 

29 

2.1 

19252 

709 

June 

20.9 

22 

2-8 

69923 

109.1 

189 

22 

2.0 

1916.7 

704 

Mr 

21 A 

. 32 

5.7 

6.6534 

1072 

219 

59; 

79 

1B20.1 

78.1 

Adjust 

21-4 

1.7 

1.4 

69309 

1072 

122 

2.7 

19 

19219 

7S.7 

September 
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SIEMENS 


NIXDORF 


The World's Most 
Powerful UNIX Server 


Top Provider of 
R/3 Systems 



With 1,200 projects worldwide, Siemens Nixdorf is 
the supplier of choice for SAP® R/3® solutions, a fact 
demonstrated by a new world standard^ In terms of 
performance* the UNIX® Enterprise Server RM600 
E60 from Siemens Nixdorf is the world's best accord- 
ing to SAP standards. The previous leading system 
lost rts top ranking in a benchmark test involving 
3,700 SD users. And cost-conscious R/3 users are 
really impressed with the exceptional price/perfor- 
mance ratio of the Siemens Nixdort/SAP configura- 
tion. Its superb economy was yet one.more factor 
that put Siemens Nixdorf servers over the topi 
(Requires only Z3 gigabytes of main memory in the 
database server and only 168 processors for data- 
base and application serversj 
Tel.: 4+49} 52 51/52 42 13; Fax: (449) 52 51/52 42 29 
www.sni.de/servers 

Siemens Nixdorf: User Centered Computing 


Benchmark Users: 


.3,700 SD 


Average Dialog Response Time:. 
Dialog Steps Per Hour 


_162sec. 
J, 147,000 


Throughput: 


J&117SAPS 


Certified by SAP on November 6,1997. 
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CREA . 

NOVA 

Success driven by specialty chemicals found, for instance, 
in coatings and printing inks - market launch on January 1, 1998 
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Success built on surfactants for detergents and many 
other products - market launch on January 1 , 1 998 
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Cr U 1 


Major global supplier of prodod 
chemical synthesis and piastre^); 
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¥ Stockhausen 


The world’s leading producer of superabsorbents, 
a basic building block of products such as diapers - 
successful track record on the market since December 1, 1912 


The Huls family today extends a warm hello to oar new members ! 

On January 1 , 1 998, Huls AG will become a strategic chemical hold- 
ing company, reshaped and focused to become a powerful, agile 
competitor in the global marketplace. Then, seven new operating ^ 
companies will join our five existing subsidiaries. The new structure 
will give us greater flexibility to respond faster and more efficiently ^ 

ns - Huls A 

to client needs. Our five existing operations have long been top L ^ 

49 *23fe5i 
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Aas olefin derivatives for 
itiaunch on January 1, 1998 



• " 

"■•Styrenix 


The new name for. polystyrene expertise, an important 
raw material In, for instance, bathroom fixtures - 
on the market since October 1 , 1 997 




Sivento 


Major silicone supplier and worldwide market leader in silanes, 
adhesives and sealants - market launch on January 1, 1998 



hails Infracor 


International competitor in services and infrastructure, 
with headquarters in Mari - market launch on January 1, 1998 





■ 




; suppliers irrtheir fields: and we have the same ambitions for our 
seven newcomers. We know they’ll succeed thanks to enhanced 
capabilities, a distinct range of services, successful products and 
an unmistakable focus on the customer. We wish everyone in the 
Huls family - old members and new - a great future. 

Questions? Hiils AG, Corporate Communications, Marl, 

i 

Phone +49 E23651 49-2795 

i 

< 



a state-of-the-art The No. 2 producer worldwide of silicon wafers, the basic building 

indow frames - blocks for microprocessors in electronic devices. 

•r 21 ,1994 A leader in the silicon wafer industry since January 1 , 1959 



The “nucleus' 1 of innovative ideas and novel business alternatives - 
entering the market on January 1 , 1 998 



Discover The Link To life 




HOls AG: The Chemicals Company within the VEBA Group 
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NEWS: UK 


BAe rebuffed 
over appeal 
for $200m 
Airbus aid 


By Robert Peston, 
Political Editor 


The government has dashed 
British Aerospace's hopes of 
receiving £120m (S2Q3m) in 
public funds for its participa- 
tion in two new Airbus air- 
craft arguing that the com- 
pany already has sufficient 
resources of its own. 

BAe has, however, made a 
last-ditch appeal to the 
prime minister to reverse 
the decision. Its approach 
has overtones of the success- 
ful lobbying effort by the 
Formula One motor racing 
sector to obtain exemption 
from a proposed tobacco 
sponsorship ban. 

Any sign that Tony Blair, 
the prime minister, is inter- 
vening is certain to attract 
much attention. “1 would say 
there was no chance of the 
decision being reversed." 
said a government member, 
“but after the Formula 1 
volte face I cannot be 100 per 
cent certain." 

The aircraft manufactur- 
er's request for public 
finance, which would have 
been given on commercial 
terms, was backed by the 
government's Department of 
Trade and Industry. If 
granted, the government 
would have expected ulti- 
mately to make a profit 

However, the Treasury 
ruled against it “BAe is a 
big company with a strong 
balance sheet" said a minis- 
ter. "There is no good reason 
for us to put money in, espe- 
cially at a time when there 
are a whole range of compet- 
ing claims on limited public 
funds." 

The DTI has accepted the 
Treasury decision, although 
there were signs yesterday 
that it was unhappy about it 
“One wonders when, if ever, 
the Treasury will take deci- 
sions with a view to generat- 
ing growth rather than 
always looking to save 


money." said a government 
member. 

Ministers denied that the 
decision appeared strange in 
the light of last week’s 
approval of a £200m govern- 
ment investment in 
Rolls-Royce engines, which 
has been named as the sole 
engine supplier for the new 
A340 aircraft 

“The two decisions are 
completely consistent" said 
a government member. 
“Rolls-Royce bas a much 
smaller balance sheet than 
BAe’s and is Car less success- 
ful, so its case for help was 
much stronger." 

The discomfort of BAe 
executives has been height- 
ened because the UK has 
been urging other govern- 
ments to help consolidate 
and develop the European 
aerospace industry so that it 
can compete with Boeing of 
the US. which this year 
strengthened its world lead- 
ership by acquiring McDon- 
nell Douglas. 

BAe has been making 
threatening noises about 
moving some of its manufac- 
turing to other European 
countries, where it feels 
more confident of receiving 
public funding. Ministers 
regard these threats as 
empty. 

The request from BAe for 
funds related to the Airbus 
340-500 and the AMWOO. Air- 
bus Industrie had wanted to 
announce them at this 
week's Dubai air show, bat 
this has been delayed until 
the question of how BAe will 
finance its share of the proj- 
ect is resolved. 

The Airbus partners are 
BAe. Germany's Daimler 
Benz, Aerospatiale or France 
anil Casa of Spain. In con- 
trast to the UK. Germany 
and France have both said 
they will provide financial 
help to the project 


Cut-price airline. Page 19 


Market wants a narrower morning 

Stock exchange is concerned over price spreads in new automated trading 


T he London Stock 
Exchange is looking 
at ways of improving 
the working of its new auto- 
mated trading system In the 
first hour of daily trading. 

In the first detailed analy- 
sis of trading patterns in the 
four weeks since the new 
electronic order book was 
launched, the exchange has 
been encouraged by signs 
that spreads between buying 
and selling prices are 
narrowing. 

But very few orders are 
being placed on the system 
in the first 30 to 40 minutes 
of trading, with the result 
that spreads in this period 
are very wide. 

Some dealers have com- 
plained that the new system 
has produced wider spreads 
than under the old market 
making system, exacerbat- 
ing the recent volatility in 
world stock markets. 

Under the old system, mar- 
ketmakers quote prices on 
screen but bargains are only 
agreed over the telephone. In 
the new system, an order is 
executed automatically 
whenever it matches 
another order on the book. 

Gavin Casey, the 
exchange’s chief executive, 
said the new system had 
demonstrated its robustness 
in the most difficult possible 
market flnnrtitinns. 


London Stock Exchange 


Order book share of FTSE 
100 bargains (ft) 

50 ; 


Securities wflh average 
spread <50 basis points 
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Soiree; London Stock Easboogo 


The exchange's analysis 
shows that the spread 
between best buying and 
selling prices, which used to 
average 62 basis points in 
the old system, jumped to 
twice that on October 28, 
when the FTSE 100 index 
was down 9.5 per cent at one 
point during the day. 

Since then, however, 
spreads have narrowed, 
averaging between 50 and 55 
basis points so far thin 
month. 

The pattern over the 
course of the day. however, 
is very different. The aver- 
age spread at 08h30 London 
time, when the market 
opens, bas been over 200 


basis points, and it is not 
until 09h3Q or lObOO that 
spreads drop below the old 
benchmark of 62 basis 
points. Thereafter, however, 
the average hovers around 
50 basis points. 


S tock exchange officials 
are concerned about 
the lack of early liquid- 
ity but unsure wind to do 
about it 

Martin Wheatley, head of 
markets development, said 
the system had shown up 
the most liquid stocks, such 
as British Telecom, which 
are trading on very tight 
spreads. But even relatively 
liquid stocks can see their 


spreads widen suddenly. 
Bass, for example, has 
traded with a gap of less 
than 5 pence between buying 
and selling prices for 63 per 
cent of the tfrna. and less 
than io pence for a further 
28 per cent Yet the spread 
has widened to as much as 
65 pence, or more than 7 per 
cent, far short periods. 

Other stocks, such as 
Schroders, where the shares 
are tightly controlled, are 
showing very wide spreads. 
This can lead to volatile 
prices, as orders are picked 
off at one end of the spread 
or the other. 

This may be an argument 
against attending the order 


book to the smaller FTSE 
250 companies: The 
exchange plans to review 
this next- year- 

Overall. the order book is 
handling an average of 34 
per cent ’of FTSE 100 trades, 
and 37 -per cent by value. 
This is a little below the 
exchange's original target of 
40 par cent by the end of the 
year, but officials are 
encouraged 

“For the major firms the 
order book: is effectively 50 
per cent of their- volume and 
is the major source of pric- 
ing information," Mr Wheat* 
ley said. 

That does not soothe some 
users. One large UK fund 
manager- ■ complained: 
“You’ve got to have 50-60 per 
emit of trades going'through 
the order book. Unless it’s 
handling the bulk of trades, 
you are always going to have 
doubts about whether you 
are getting the right price." - 

But even some of the most 
persistent critics of the way 
the exchange handled the 
introduction of the order 
book are pleased with the 
way the system is operating. 
Gordon Lawson of Salomon 
Brothers said: *T think the 
stock exchange should be 
congratulated for doing an 
excellent job." 


George Graham 


Hopes for tobacco sponsorship compromise before meeting of health ministers 


Deal on Formula One sought with EU 


By John Kampfnerin 
London and Michael Smith 
to Brussels 


Strenuous efforts were being 
made by Britain last night to 
find a face-saving compro- 
mise with other European 
Union governments and the 
European Commission over 
its aim to exem pt Formula 
One motor racing from an 
EU-wide ban on tobacco 
sponsorship. 

With opposition parties in 
the House of Commons con- 
tinuing to attack the govern- 
ment over the details of 
donations from Benue 
Ecclestone, head of Formula 
One, British officials met EU 


counterparts in an attempt 
to draft a common position 
before a meeting of EU 
health ministers on Decem- 
ber 4. 

Aides to Tony Blair, the 
UK prime minister, said the 
government was not ruling 
out any options before the 
December 4 meeting. “There 
are negotiations going on: 
our aim is to get a directive 
agreed that deals with the 
whole Issue of tobaccos 
sponsorship In a way that 
doesn't wipe out sports." 

Officials admitted that Mr 
Blair had decided to apolo- 
gise for the saga because “it 
had reached a point where 
there was no point in pre- 


tending that it had been han- 
dled well". 

Luxembourg, current pres- 
ident of the council of minis- 
ters, made dear it was deter- 
mined to put the issue to a 
vote at the EU social affairs 
council. With Germany, 
Greece, Denmark and the 
Netherlands likely to vote 
against an all-embracing 
ban, Britain’s position was 
pivotal. 

EU officials said it would 
be “possible to imag ine an 
exemption” for some sports 
longer than the 4% years for 
a ban to take effect “But it’s 
another matter whether It 
could be for Formula One 
alone," said an official “The 


UK would have to convince 
other countries and they 
might want derogations for 
other sports.” 

Padraig Flynn, social 
affairs commissioner, has 
warned the UK government 
that its demands, could 
wreck attempts to reach an 
agreement 

UK Department of Health 
figures released yesterday 
ad riari to pressure on minis- 
ters. Estimates produced by 
the University of York for 
the Health Education 
Authority put the cost of 
treating people with smok- 
ing-related diseases each 
year at between £l.4bn 
($2.4bn) and £L7bn. 


“These figures show why 
we need tough action at both’ 
a domestic and European 
level to bring down rates of 
smoking, especially among 
the young, r ' said Tessa Jow- 
eU, public health minister. 

. The government’s credibil- 
ity will come under strain 
tomorrow when the all-party 
European legislation com- 
mittee of thd House of Com- 
mons questions Ms JowelL 
The committee may exercise 
its scrutiny reserve, which 
means that it would refuse 
authorisation" for “ her to 
negotiate other EU: 

institutions ’until the issue 
had been 1 •'■debated In the 
House’ of Commons. ’ - 


‘Fat cat’ 
attack by 
minister 
angers 
company 


By David Wighfon, 
Political Correspondent 


Thames Water yesterday 
accused the Treasury of foil- 
ing to’ check the truth of 
imaging allegations about 
the salary of its chairman 
before Gordon Brown, the 
chancellor of the Exchequer, 
launched a renewed attack 
on corporate “fat cats.” 

Mr Brown was said by 
aides to have been “greatly 
angered” at reports that Sir 
Robert Clarke, the chairman 
of Thames Water, was to 
receive an increase in bis 
£247,000 (6417,480) salary 
despite a reduction in his 
responsibilities. The com- 
pany Is the privatised sup- 
plier of water to London and 
much of southern England. 

The chancellor, in Brus- 
sels for a meeting of Euro- 
pean finance ministers, said 
he was not prepared to tol- 
erate a “new round of board- 
room irresponsibility” over 
salaries in privatised utili- 
ties. 

“This sort of affair sends 
out the worst possible signal 
at a time when hard deri- 
sions on pay have to be 
made across every sector,” 
Mr Brown said. 

However. Thames Water 
denied that there was to be 
any significant redact! cm in 
Sir Robert’s responsibilities 
and said it was sorry that 
“nobody had picked up the 
phone” to check the facts. 
The company said that any 
salary rise would merely 
reflect the cost of living 
increase. 

“We are disappointed that 
the chancellor seems to have 
been badly advised,” said 
Matthew Butler, director of 
corporate affairs. 

The comments, which rep- 
resent Mr Brown's first “foi 
cat" attack since becoming 
chancellor, followed reports 
of sharehoido- unrest over 
the extension of Sir Robert's 
contract. The company said 
it had received no expres- 
sions of concern from share- 
holders or analysts. 


BUSINESS OPPORTUNITIES 

READERS ARE RECOMMENDS) TO SEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE BCTERMG WTO COMNnUENTS 
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Auction Sale 


Racecourse and property 
development projects in Mauritius 


Mr Jean Claude Lectczic. sworn broker will sell by public auction in 
accordance with article 2088 and following; of the Civil Code of Mauritius 
all the thara held by Sando & Cic in Guibies Holdings Limited f*GHL"), 
namely I2.5flu.00n shares of RslOO each rep r esenting the entire issued 
share capital of GHL. GHL controls two wholly owned subsidiaries, 
Guibies Properties Lid (“GPL") and Compognie Mauricicnne 
d* Hippodrome Ltee i“CML"L 

GPL awns two plots of land U Lcs Guibies (130 hectares) and Lcs Failles 
hr cores) within the district of Moica. Mauritius. The latter plot is 
earmarked for a rerideubal p roper >y development to be completed in three 
phases. Minimal infrastructure work has commenced on the first phase. 
CMH owns 5d hectares of land situated at Les Guibies in the district of 
Moka. The land is presently under development os a racecourse. 
Construction commenced in June 1996 and is estimated to be 
approximately one thud complete. 

Both pieces of property are located approximately 3 kilometres from Fort 
Louis, the capital city of Mauritius. 

The auction sale will be held on Thursday. 27 November 1997 at I0J0 am 
at die First floor. Lnbouidannah Waterfront Hand, Part Louis. The shares 
shall be uikl m one stogie tot and shall be subject co the terms and 
conditions i including conditions precedent) laid down in a Memorandum 
of Charges icahfcr dcs charges) dated 29 October 1997. Tbc Memorandum 
of Charge', aforesaid and further details regarding the sale interest arc 
available at the office of Mr JC Lccierio ar 9 Floor. Stratton Court. 
POudncre Street. Port Louis. (Telephone 212 0454 212 2578). 

Interested parties who inlaid lo bid through agents should cause duly 
legalised powers of alturne} to be deposired with Mr Jam Claude Ledezio 
at least 4S hours before 27 November 1997. 


Hum be res Leisure 



Private hospitality facilities 

at 

Lord's Cricket Ground 


Excellent forthcoming fixtures 
(1999 World Cup) 

Very limited number of Suites/Boxes 
available in both the Mound Stand 
and new Grand Stand 


Attractive licence packages on offer 
following 100% take up last year 


Full details available from; 

Humberts Leisure 

Ref GDB/2240 

12 BOLTON STREET • LONDON W1Y 7PA 

TEL: 0171-629 6700 FAX: 0171-409 0475 


A successful msnagemm and corporate devetopman consultancy with ariaMe 
cited base having proven track recent with senior and rp tc i o l ig management at 
blot drip companies 

Now seeking kmcutd parses with synagy andamnnanaBty for the nest stage 
of d e v el op m ent. This anracrivn aid exciting challenge to develop this soumfly 
bued consultancy could lead to ftjff'wditpfrABmnBii moenion 
Write to: Box No- B5568 

Financial Tunes, Owe Southwark Bridge, London SE1 9HL 


BUSINESS OPPORTUNITY 
Long Estabfished Food Company 


North of England based wfth 
substantia sajpaftnartta cfienl let 
and high tsch term IX production 
Iras packing ambient tood products 
soaks bison with company In a 
8ki9ar or oompiarnsmany 
requiring addWona! tacOtes. 


For farther dataBs please contact: 
Jeffrey & Co 
Tat 01342 300188 
Pmt; 01342300188 


C O M M EimU - PBOP B CTY MVEg HU T 
let on secure toms lo a aufataary of 
Peugeot, proffering £30,000 pkajc 
01384 441284. Suitable tar private 
pension fend. 


PUBLISHING BUSINESS 

Founded 1994, with projected turnover 
for the coming year of £1 m plus. Specialising in 
general trade books, fiction and non-fiction with 
a strong list of bestselling and well-reviewed 


authors, now seeks buyer or new money. 


Reply to: Jane Martin at Denton Hall 
hiM:0171 320 6506 Fax: 0171 320 6579 


LEGAt NOTICES 


HOTELS • GOLf • LEI SERE 


L'ENTK.M, LONDON PI \THOL M.> 


GUARANTEED 


% RETURN 


'Q IVwiMy Central London's best investment. 


Q 

M \J Luxurious new penthouses dose to the 
m City and die West End, ready tn reap the benefit of 
M any property market rise. Well even guarantee a 9% 
return on your investment in the hist year! 

Pemberton House, East Harding Street, EC4 
- just vfl" Fleet Streer. 2 bed, 2 bath penthouse!). 
Westminster Bridge House, Westminster Bridge Road, SE1 
- a shem walk hem Waterloo: 3 bed, 3 bath penthouses whh 
private parking. 

All uiA 99** year lanes and comfteooiv service riungn. 

Prices fra m £299,995 tu £420,000. 

Can Brian Bloomfield: 0181 522 5555. 


rcfpw 


B * Insurance Policy Purchase Program * I 


Financial Planners • Brokers 

• Investment Bankers 


A+ Rated U.S. Insurance Companies 
Earn 25-50% Annually for your Clients. 
Commission paid io USD 1 0-1 5% on Gross Capital Placed 
VIDEO TAPE AVAILABLE 


Channel Islands 

RjS Offshore Incorporation & 
AdmtrtsJraBon. 

| Trust Eatabtetment PayroS Syetoma / 1 
Asstetartoi management of 

Bearing Profiles tor Ex-Pabtatsa. 
Fordotacs a appoMmsrewitiK 
Cray Thai Unwed, 2nd Hoar, 

34 OsvM Place, St Hatior, 

Jersey JE24TE 

Tel: 01 534 B7S774 Foac 01534 35401 
F M y l uojaa CKLnet 
WIi ta riiwiiattanu Mtai yfrntlBtta 


Tel. 001-212-244-2200 


E -in.nl: inliiuti ;i l.ttH-uinvi' ■t.iu.-l 


Access Screened Investment Opportunities 


TOP CLASS 
RACEHORSE 

For Sale 

WINNER OF NINE RACES 
For further detain 


TfrfcOH 


1848912 


BARRATT 

‘Mrr&rzai ULMar Li 


The PowerBarge 

30,000kw I3,800v 50/60hz PowerBarge 
AwHaHe Immediately 
Operates on No, 6 oil or Bunker C fuel with high vanadum. 


Produces up to 75,000 gallons of potable water per day. 
Includes a step-up transformer 


»rto connect to your grid. 

W 


PtolS (405} 840-8383 Fax (405)8403899 

1 5600 North May Avenue, Sum 300-G, OWahoma Cay. OK 73112 USA 




Included Is Oct Report £ Included in Nov Report £ 

Industrial Equip Hire W I50t PtaweafisdcCraq*flerTjBYd 17 
5petial9{tof<KmaiioeQdes2(X% Youth Adventure Yachting 100k 

I Mobile Phone Bioprotec&cn SI 3a Construction Company 1." 

[Seafood Bar A Restaurant 200k Public Imauei Kiosks 
Direct Motor Issuance 300k Traditional ftidefings Msauf 
New Plumbing Fittings 1 00k Office PskDevdoptmal 
Classic Bespoke Footwear 4001: Lettings Newspaper 
Designer Fashion Retail 75k Call Centre Franchise 

Disabled Spofis/LehiireEqmp 1 00k OoLaeCOapaierTniniBg 
Mid Range Accounting S/W 500k Beacb Erosion Prevention 

PuU available through TRIAL SUBSCRIPTION 
Access a tegular flow of screened businesses seeking equity capital 
VCR lerows tasioess plans & meets the enaepreaat is eoscenxd 
S Presenting to VCR subscribers iti London, 20 November 


Zs 


300k 
225k 
1 

60k 

250k 




A £10,000 investment 
opportu n ity (under the 
|European Investor? Scheme} 

has occurred with an 
exciting new sports 
monthly magazine. 


Enpane Or 

Adrkn Price, Cdnerf Look. 
Ctolraf Anaodsnb . Vk OU 
7 Kirtgt Reed, ftu lawilfc POS 4Dj 


Venture Capita! Report 01865 784411 


PROJECT AND COtHBKaALf 
fentang mUA to UK and 
htanad analclena. 

Amjlo America! 

Grotfe Be. 

TeL (11334 SCI 368 
Fax: 01824201 877 


UNTTED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

— x 

In re : 


RCM GLOBAL LONG TERM CAPITAL 
APPRECIATION FUND, LTD, 


11 


Debtor. 


Case No. 96 B 42635 (TLB) 


NOTICE OP ©HEARING ON APPROVAL OF DISCLOSURE STATEMENT AND 
(I) DEADLINE FOR FILING OBJECTIONS THERETO AND (■) 
DEADLINE AND PROCEDURES FORTHJNG 
ADMINISTRATIVE EXPENSE CLAIMS AND 
REQUESTS FOR SUBSTANTIAL CONTRIBUTION COMPENSATION 


1. HXAffi TfiXE NOTICE,' tfca Oe rixrreoplMned d ebte e md tarik fi—da (the 
•PteortfitodaFfatAmrodBilHaurfltaoBaBiatioftdittdN uVBidi ur 13. 1997 Qha Ttn*? red ■ Fail Amended Dbdoare 
8 t«rtBe8 .daedNpreratol^ lg770bcT3adcCT» gTar ii a ii r T-COpfa«ftbcH»arfthcDiwrigwm3>Mt»w« 
fbr review a thn office of taCUt of fee Corel, United Sure Bankruptcy Court fix die Southern District of Now Ytxk.01d 
CZBfeoa Borer, One Bowfag Green. New Yock. New Ycek 10004 (the -Bankruptcy Caar~) iferii^ii^ulw business houn, c 

frufitBtrtnlUinftabqta* 8 —*. 


2 . * w — *~tT —*** - ■ *— " — ■*— • ■ *■ * IT < ~*ferf n»ii1ri-T-*-T- 

Jadtv Di etre b tr U, 1997 rthWpjt — o — » — »•" — >*-"—771 nffhr iTaAiiuifij Court <■ entahr 

te wfctpacy tafirataa crattaM ta te Dfedram SMcreoL A 19 objection to the DucImuv SUcmcsi tr the 

pnwtaerto berafiraoliciirtiaaof acceftaOBu to die Debtor’s Ftps nnil be m writofe mot Me the me of the objector md 
iti wtatst in Are Debtor's t*qte 11 cai* aid, if aftiDpriid^ fije amount aad-iature of its claim, as weB n Ihe for tbc 

otieoiumd(lKlvlfansitKRfir. AqrttyKtfea to tbeDbdaMreSMcnenLarifceMlidlitiM procedure Must bo fil'd 
wHh (ho Barib^iley Cootaad orevtd as aa to boMtod|y mired on or bolbre Doccrabcr 1. 1997, at 540 jxra. (Eretore 


Starred Dm) fay. © c«a»d W*e Defcac, Sdwfet Hath * Z*bd LLP- 900 Hard Avon*. New York. New Yorit 10022 
(Attn: JtfflcyS. SAny EsqT; comad m ibe a &B tbqMoa - Adrians C o nn i nrg . wnitac F«n- ■» 5^ 

Street, Ncw Ycdo, New Yctk 10022 (ABn: 05) waned to Dfeire Asnrieo Coroorotioa, deny. CtotUtoh. 

Stctn & Braden. Oae lAeay Fba. New Vrefc, Now .To* 10005 (Alta: Liadeee Qnnfidd. Eoq.): (tv) eotoad to Smmra 
OffritaL Mm o onmru L fae. rod Ru w oy t w CepM Morepre ara, Ltd, Bododb Joreda gt Libeamav. 120 Wot 4Jth Street, New 
YaEtarTadfc 10036 (Ann: Ettad Webfefca; Xotj-Tood (v) the Office of die Chafed Stotoo Thutea. SO Broad Street, Now 
Ycrk. Nor Yak 10004 CABn: Dim* Adam. Boo. 1 OritelhMtdiiririMflat Mtmdv^andgovudwmbeerarotorihr 


3- Theherag oo the Dadorar S&fiorat ajd the sohdnboo procedures may be odiourrai firan 

tta to ttafrMB utraMmMt nt open O w otw i d M gi written police to portico in iMcrea. 


JANUARY 19. 19* PEAPIMY K WR TOJIMG CERTAIN CTJUfefS 


HJASETAKS NuII Lk I M i lw BiifaipiyCnitliM fiwii^M yao iira rf e.iin 
rn (ho Bool doto red dw hr QBagred cervfeg preofk of dto oral reqaat. tor oatotontU 
ore pref . to . J by etqqxKtfeg toe— tMtm. tor my odratoietreffre menu 
r II US.C 5 sn «d orititag W tar ailtor Mot 14, 19Nw enept ramt. for 

rf osparim -re.nfarrd fritata -«*“ — IU -T . r .ra fl i l n urnuii 

hfoDallrt <tolg Uafr.adfcdtoilf|wwt** H8^Mda (B(ltDAiir F a H i tolirta mta 

Hiraiw a t a f p r oiod by (he Bm*rep(qr Court A dmtnntniri vc cxpcuK proed of dami aid 



cataibtriai w p ati mart be Sod with the Bmfan|riff7.0wt aid saved en tbe Debtor 1 ! aaaH i n that they 

Khalh re«ivid no taur tbm Sm pm. (Eatcm Standard Tom) ai Jwxaay 19. 1998. AAnkuSnove expeve pcoofi of dam 
m d aihria* Ua«»d rih nlroicqatatb8 at not ttttflrRIat ari aataat by the deodUne aid rinheaaamer^fitii 
AoBoaed infteiraaireqr. 


Dated 


New Yak. New Trek 
Nnrember 14. 1997 


SCHULTE ROTH iZABEL LLP. 
Aatncyi Xbiihc Ddnor 


by. 


VCarxd Wcfeg Lew 

Carol Wring Levy (CW-6232) 

For tbe Farm 

900 Third Avenue 

New Yorit, New York 10022 

212-756-3000 


o' bSy> 
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NEWS: UK 


UK NEWS DIGEST 


Pension chiefs 
face censure 

TJe government wiU today announce plans to "nano* and 
sh a me individual directors and managers for slow prog’-' 
ress in clearing up the pensions mis-fitsHing scandal The 
move, which intensifies the government’s caTnipaipn to 
resol ve the debacle, will be set out by Helen Liddell, eco- 
nomic secretary at the Treasury, in a statement to the 
House of Commons. 

It reflects her impatience at the slow pace of progress 
being made by some companies, despite tough deadlines 
for resolving cases. While some are TnggHwg therr targets, 
some “are in complete and utter denial", she says. 

The statement will launch the second stage of her strat- 
egy to get some 600,000 priority m&seUing cases cleared 
up by the end of next year. So. far the government has 
concentrated on “naming and shaming” companies, while 
regulators have fined and reprimanded them fear mis- 
selllng and for slow progress. 

The plan to name individuals will be Hnirari to moves by 
the Personal Investment Authority, the watchdog for the 
priv ate Investor, to introduce individual contracts for the 
directors, managers and sales representatives of the com- 
panies it regulates. Christopher Brown-Bumes 

■ SOFTWARE SUPPLY 


US group chooses London HQ 

The government yesterday welcomed the fturiainn try 
Computer Associates of New York, earn of the largest soft- 
ware groups in the world after Microsoft and Oracle, to 
site its £l(X)m ($iG9m) European headquarters Lon- 
don's Heathrow airport. 

Ian McCartney, a Junior industry minister, said the 
company’s decision “confirms [British I pre-eminence in 
advanced technology. The new headquarters win be the 
hub of Computer Associates' operations, firm nr*, aw A 
research and development within the European Union". 

CA is the latest US software giant to announce ptons to 
expand its operations in the Thames Valley area to the 
west of London. The area is already home to right of the 
10 largest US information technology companies including 
Microsoft, Oracle and Sun Microsystems. Paul Taylor 

■ TELECOMMUNICATIONS 


KLM call centre boost for city 

KLM, the Dutch airline, and its subsidiary Air UK are to 
build a reservation call centre at Norwich Airport in east- 
ern England. Work win start this mouth on the 3£00 sq m 
KLM /Air UK centre, next to the airport terminal building. 
It will handle all calls originating in the UK for bookings 
on Air UK flights, and from late next year it will handle 
such calls for partner airlines including KLM and North- 
west Airlines. 

Air UK handles 1.2m reservation calls a year. It expects 
this to rise to more than 3m by 2002, and hopes eventually 
to handle calls under contract to companies outside the 
airline industry. The announcement is an im portant step 
in Norwich's hid to become one of Britain's telephone can 
centre capitals. About 1,600 people are employed in call 
centres in the city. Brian Qroom 

■ ROYAL SHAKESPEARE COMPANY 


Prince deplores ‘funding agonies 9 

The Prince of Wales today described the Royal Shake- 
speare Company as being in a “perpetual state erf crisis 
management" after hearing how the company had been 
plunged £i.6m ($2. 7m) in debt by lack of public funding. 
The prince is president of the company. 

Speaking at the RSC annual meeting in 
Stratford-upon-Avon in the English Midlands, the prince 
praised the company’s staff as being “dedicated and tal- 
ented” in the face of the many “agonies awl frustrations 
of funding". 

*7 am very disturbed by tile many difficulties and frus- 
trations that people running arts organisations in this 
country experience,” he told the Court of Ctoveraors meet- 
ing at toe Itoyal Shakespeare Theatre. 

He called for greater importance to be given to the arts, 
saying: “More and mere people tend to feel that the arts 
are given a secondary or even tertiary importance in this 
country. As a result of that, it is becoming increasingly 
difficult to get the private sector funding which is 
needed." 

• Dozens of arts organisations may have to scale down 
their expansion plans following the Arts Council’s deci- 
sion to reduce the amount of National Lottery subsidies . 
available for capital projects, Alice Rawsfham writes. 

The council announced yesterday that it will a ll o cate 
roughly £125m of its total annual lottery allocation of 
£200m for the next eight years to capital projects such as 
building new art galleries and theatres or e xt end i ng exist- 
ing ones. Jeremy Newton, the council's lottery director, 
said the reduction was triggered by the gov ernmen t’s 
decision to divert part of the lottery money hitherto given 
to the arts to a sixth “good cause” devoted to health and 
education projects. 

TOURISM 


Travel chief forecasts 2m EU jobs 

Tourism could create 300,000 new Jobs in the UK. 2m in 
the European Union and 100m worldwide over the next 
decade, a travel industry official said yesterday. 

Geoffrey Lipman, president of the World Travel and 
Tourism Council, the London-based group of 100 industry 
chief executives, said governments were be ginnin g to 
recognise that travel and tourism was one o f the most 
effective ways of tackling "the scourge of unemploy- 
ment". Tourism employs Lflm people in the UK, a figure 
which is equivalent to one in seven of the working 
population. Scheherazade Baneshkhu 


Oil suppliers 
warn of tax risk 


By Arkady Ostrovsky 
in London 

International oil companies 
and their suppliers will 
today tell the Treasury that 
any additional tax on off- 
shore oil production will 
damage the industry. 

The UK Offshore Opera- 
tors’ Association Is to meet 
Dawn Primarolo, financial 
secretary to the Treasury, 
less than two weeks before 
the government’s Green 
Budget, which the industry 
fears might change the pres- 
ent fiscal regime. 

“We want to tell the gov- 
ernment that any additional 
tax on oil companies, ‘green* 
or not, might permanently 
damage the industry, which 
employs 380,000 people and 
accounts for .20 per cent of 
the UK’s total industrial 
investment every yea r,” the 


Companies have been lia- 
ble for corporation tax of 
only 31 per cent on new oil 
and gas fields since the abo- 
lition of the petroleum reve- 
nue tax in 1933, But the off 
industry fs worried that the 
g o v er nm ent might re-intro- 
duce the revenue tax cm new 
fields and remove tax relief 
on decommissioning of oil 
rigs. 

Academic critics, how- 
ever, say the go ve rnment is. 

not getting a Mr tax share 
of North Sea profits. They 
say the Norwegian govern- 
ment’s tax-take per barrel in 
1996 was £4-81 ($8-12) com- 
pared with ££40 in the UK. 

The offshore association 
says the comparison is not 
valid because the prospects 
of finding a big oil field in 
the UK are much lower than 
in the rest of tbe world. 


N Ireland weapons handover sidelined 


By Jimmy Bums and John Murray 
Brown to London 

Tbe Br itish and Irish governments 
yesterday moved to pot the issue of 
weapons “decranmlssioninfr to one 
side, anxious not to.disturb the del- 
icate state of Northern Ireland's 
political negotiations amid growing 
uncertainty about the Irish Repub- 
lican Army’s ceasefire. 

The first detailed report on the 

flacnirmri adnning issue by retired 
fianadron (jqgal -Tnhn de ChastB- 
lain was due to be submitted yes- 
terday to a sub-committee of tbe 

multiparty talks chaired by former 
US Senate majority leader George 


Mitchell. But the general's office 
said the document, which has still 
to be agreed by the two govern- 
ments, would not be ready until 
early December. 

The report, submitted in draft 
form to the governments two 
weeks ago, is thought to reflect the 
general’s determination to see 
paramilitaries begin to hand over 
arms by May, when the talks are 
due to COn dude. The report pro- 
vides a “road map” on how arms 
might be decommissioned. It is 
understood to include the sugges- 
tion that the terrorists could 
destroy their own weapons in the 
presence of independent observers 


- an Idea endorsed by Sinn Fein, 
the political wing of the IRA. 

However, the delay reflects con- 
cern not to upset the negotiations 
as parties embark on a round of 
bilateral meetings to identify com- 
mon ground. Paul Murphy, politi- 
cal development minister for the 
region in the British government, 
said the negotiations were entering 
“a more testing time”. 

Over the weekend, Francie Mol- 
loy, one of Sinn Fein's negotiating 
team, had appeared to signal a 
return to violence if the talks col- 
lapsed. But yesterday, Mr M alloy, a 

local councillor in the Northern 
Ireland town of Coalisland, said his 


comments to a republican meeting 
in the region on Saturday had been 
taken out of context He said his 
suggestion “we should return to 
what we know best" was referring 
to “dialogue and negotiation” and 
not a return to “armed struggle”. 

While UK ministers insist the 
ceasefire is intact, there is growing 
concern in intelligence circles that 
the Sinn Fein leadership may be 
looking to resume hostilities to 
appease hardliners and avoid split- 
ting the organisation. 

When appointed in September, 
General de Chaste lain said be 
hoped to be In a position to talk 
directly to the IRA “within weeks”. 


He has yet to do so amid uncer- 
tainty over the IRA’s attitude 
towards the peace process. 

Some UK intelligence sources are 
thought to be pessimistic about the 
prospect of the ceasefire holding 
until May 1998. Intelligence offi- 
cials predict terrorist attacks in the 
aiming weeks by IRA activists who 
have access to small caches of 
weaponry and explosives. 

These hides are distinct from tbe 
bulk of the IRA’s military arsenal 
which is thought to be in a small 
number of dumps on both sides of 
the border, the location of which is 
known only to a small number of 
senior IRA officials. 



Tank at last cleared for service 


AsniHy Ashwood 


By Alexander Nlcoll, 

Defence Correspondent 

The Challenger 2 battle tank, 
delayed by production problems 
for two and a half years, has 
passed reliability tests and will 
enter service with the British 
army next year, the government 
announced yesterday. 

John SpeJIar, a junior defence 
minister, said in a parliamentary 
answer that the tank (pictured) 
had completed three sets of trials. 
Vickers, the manufacturer, had 
met milestones set by the Ministry 
of Defence and would deliver the 
first consignment of 38 tanks to 
the Royal Soots Dragoon Guards 


by June next year. Sir Colin Chan- 
dler, Vickers chairman, said that, 
after the rigorous tests, “Chal- 
lenger 2 is now demonstrably the 
most reliable main battle tank In 
the world". 

Vickers said a week ago that it 
had won a £iiom ($l66m) order to 
supply Oman with 20 Challenger 2 
tanks. It also hopes to receive con- 
firmation soon of an order for 40 
tanks from Qatar. 

Vickers delivered the first of the 
UK ministry's order for 386 battle 
tanks in 1994. But problems were 
quickly identified, particularly in 
the sighting and gun control 
equipment in tbe turret In 1995, 
the ministry rejected deliveries 


and demanded that the reliability 
problems were dealt with. This 
forced Vickers to re-vamp com- 
pletely production methods at its 
plants in northern England. 

The Challenger 2 problems were 
highlighted to a report earlier this 
year by the National Audit Office, 
which recommended that the 
defence ministry include reliabil- 
ity testing as part of acceptance 
trials in all its contracts. 

The report by the audit office, 
the government spending watch- 
dog, also Identified delays and cost 
over-runs in many other projects. 
The report has been a powerful 
spur to reforms of the defence 
procurement process. 



Peterborough is the fastest-growing city in 
the country's fastest-growing region; and it’s still 
open for business, still attracting new companies 
in all business sectors. 

CNT, England’s largest owner of development 
Vfi *' — land, can give you access to this strategic location. 

- Many prestigious company HQ, tndudmg Peart Assurance and 

l&gXt ; At the centre of an extensive network of road. 

-c rail, air and sea communications, Peterborough 
is one of the best-connected business centres 
in Europe. 

The historic Norman cathedral is now at 
the heart of virtually a new city: the result of a 
dynamic approach to planning and design, 
and over £1 billion of investment. This has led 
to numerous new employment areas and an 
established business infrastructure. 

A wide range of prime development sites 
and a selection of modern office and industrial 
premises are readily available. 

Talk to CNT. We’re ready to help you find 
business success here in Peterborough. 


Shopping includes the historic loam ernrre and the impressive modem The railway neluxjrk helped establish ftrterboraugh as a major engineering 
Queensgaie Centre There are aha many sports and leisure activities. from centre Now. the city's economic and tedmolopeal tsise has bnadmai lu 
gdf w soiling, stylish restdunuils to multiscreen cinemas. emlvace a wide range °l national and intenuuitnud companies. 


A . 


LOCATIONS MADE FOR BUSINESS SUCCESS. 

"““cNT SELLS LAND FOR THE DEVELOPMENT OF BU51NE5S PREMISES IN KEY LOCATIONS THROUGHOUT ENGLAND. 
ASK ABOUT. ♦ DEVELOPMENT SITES. ♦ FAST-TRACK PLANNING. . ♦ CONFIDENTIAL AND COMPREHENSIVE SERVICE. 


CALL 0800 721 721 FOR DETAILS. 

e-mail: markeiingt^cm. org.uk Internet http://www.cnt.orR.uk 
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BUSINESSES FOR SALE 


LEGAL NOTICES 



BUSINESS FOR SALS 


I L P Electronics Ltd 


Electronics 


Manufacturing 
Business Opportunity 


LEVY GEE 


CMAHTCRSa 

ACCOUNTANTS 


The Joint Administrative Receivers offer 
for sale the business and assets of a 
well known electronics manufacturer 
(low voltage lighting} with a customer 
base predominately in the UK. 

Principal features include: 

♦ Established business of high 
repute 

♦ Annual turnover approximately 
£1.9 million 

♦ Leasehold premises in Canterbury 

♦ Shareholding in overseas 
manufacturing company 

For further information interested parties 
should contact Sam Talbyat Levy Gee, 
7th Floor, Wettem House. 56 Dingwall 
Road, Croydon CROOXH. Tel: 0181- 
681 8389. Fax: 0181-681 8402. 


CHRISTIE &• (12 


Surveyors. Valuers & Agents 


London 


Blooms Hotel, WC1 


Prestigious Townhouse hotel. 

27 en suite letting bedrooms. 

Reception, lounge, bar, breakfast room and lift. 

Projected T/O to year end 31.12.97 £1,017,000 
net of VAT. 

AA ‘Town House Hotel’ classification. 

£3,000,000 LEASEHOLD 

Contact Craig Mill ward 

0171 227 0700 

Ref2(VFT384 


Offices at: London • Birmingham • Bristol • Edinburgh 
Exeter • Glasgow • Ipswich • Leeds • Manchester 
Milton Keynes • Newcastle • Nottingham • Winchester 


The property 
specialists 
tor golf 
and leisure 
businesses 


THE OVALTINE ESTATE 
Kings Langley 
Hertfordshire 


54 Brook Street 
London 
'W1A2BU 
Telephone: 

0171 491 1555 

Fax: 

0171 491 2555 


Approx 400 acres ofland and buildings 
Outline planning permission for 
golf development 
Farmhouse and three further let 
residential dwellings 

FREEHOLD FOR SALE 
As a whole or in three lots 
Joint agents - Hillier & Sons 


01442 834888 


Chesterton 


H-M-H 



Connaught Hotel 
Bournemouth, Dorset 


• Close all town centre attractions « Extensive leisure facilities incl. 

(including B1CC) pool gymnasium, saunas £ 

• High quality appearance steam rooms 

following major refurbishment • £349,507 profits on net T/0 

• 12 yean in same ownership £1 .392,029 (Y/E 30.4.97) 

Offers around £1.8 million freehold complete 
Contact: Mexryn Cully on 01285 641642 


CONFIDENTIAL BUSINESS SALES LIMITED 


We Sell Companies, Confidentially 
Merseyside : Newcastle Under Lyme : Burton on Trent 


PO Box 19, Formbft Merseyside L37 7JT 
1M: 01704 076018 Fax: Ol 704 875873 


RETIREMENT SALE - MOTOR TRADE 

Exhaust ft Tyro Centre and M.O.T. Testing Company 
Retail and Trade Customers. Established since 1982 
E-Trelteni Profitability, MO ton Keynes Ana. 

Details from: Reid at Co., chartered Acooomanta. 

Wluu Court, 90S Upper Fourth Street, 

Central Mltnr Keynes. MSS 1EEL Tel: 01908 233700 


SPECIALIST 

ELECTRICAL AND MECHANICAL 


ENGINEERING COMPANY 


Repair and supply of 
totaling machinery 
Design and manufacture of 
electrical power products 


Acquisition Oppty: Turnkey 
Computer Systems Supplier 


■ UE. provkjar o t proprietary 
software & support lor HVAC 
mechanical & tervica contractors 

■ FuByHjXoyjtilod data mgmt & 
aedg sys mm on mutt-uaer ft 
network operating cystoma 

■ Sales generated from software 
support, hardware ft other sves. 
97 Salsa S3MM; S380M EBITDA 

John Poythreu (USA) 
+4-714-788-8200 ext 1531 


North West location 


Turnover £lm plus 


Write to; Bei Me B5STJ, Ftemriiil Ttaw, 
Oat StMbwsk Bridie. London SEI 9BL 


HEALTH CLUB 


The No. 1 Independent listing of 
medum to large companies lor sale 
in the UK (T/0 £lnvr). How lactates 
^rtpow coBHHBto for sale + all 
UK raeelwrsHps. For sub details:./ 


Fully equipped gym 
+ Steam rooms 
+ Dance Studio 


7,000 sq feet London NW2 


Must Ball far personal reasons 


80,000 


FOR SALE 

Highly respected importer and 
distributor of products for 
the picture framing industry. 

* Owners redrfajj •HoroeCeariks 
•ItawvrfiSGQjMO "IVnfitaUe 


Wnl» nr Bax No BU73. financial Thao*. 
Qua Soudnmk Br*|p, UnJw SGI 9HL 


Writs is Bu No B5S70, Biwteul Tenet. 
One SoutbwRit Bridge, Lon*» SEI 5HL 


CHINESE x 
RETAILING 


Est Central London 


Quality Chinese 
Furniture & Giftware 


AJVLP. (UJC) Public Limited Company (the “Company”) 

NOTICE OF A MEETING 

of the bolder* of the 

050,000000 13% Bonds doe 2*15 (the “Bonds”) 

NOTICE IS HEREBY GIVEN dial a Martins of tiw heWcra (the “Boodboldm") of faef 150000.000 13% Bonds due 2015 constituted by a trust deed [the "Thin DeoH 4atcdl3 
November 19«C and made between A.M.P. (U.K.1 Public Limited Company and Tbe Law Debenture This Corporation pie- (the -Trustee") will be hdd at 5 The North Colonnade. 
Canary Wharf. London EI4 4BB on 10 December 1997 at 10.00 am for the purpose of considering and. if thought fit, passing the following resolution, which will be proposed as an 
Extraordinary Resolution in accordance with ibe provisions of the Thin Deed. 


Turnover £1 million 
Good Profits 


Extraordinary Resolution 


Shop & Concessions 


Contact Mictucl Muy 
1 Hanover Street, London W1R JWB 


Tel: 0171 408 0033 
Fax 0373 499 0080 


CLINICAL WASTE COMPANY 


Opportunity id acquire established 
niche waste disposal company 
with secure Govc m ni cm contracts. 


Southern based with adequate 
site and vehicles. 

T/0£lm. 

Nesse apply to: 

J,dc ScmrHlttLhnitcd, 

Acre House. 11-15 WOture Road, 
London NW1 3ER 


Td: 8171 388 263ft 
Fax: 0171 3804000 


PROFITABLE 
GALVANIZING 
COMPANY WITH 


«■ Turnover of El Emilflon and 


■> Complying with 
Environmental Protection Act 


o Large freehold site Inducted 


Ollier pop companies <*Bi 
Unw ol E3.9 iriBan also Ireretad 
m gawaneng moy abo be avaiahb. 


For more demJs turtle uy 
Bo* No BS574. Financial fines. 

Ona Southwark Bridgo. London SSI 9HL 


Long Established 

MARINE 

ENGINEERING 

COMPANY 


FOR SALE 

Southern England. 
Profitable with £1 m turnover. 


Write to: Box B5576, 
Fluidal Times. 
One Southwark Bridge, 
London SEI 9HL 


"Thar ibis Meeting of the holders iihc “Bondholders") of the £150. 000JX10 13% Bonds doe 2 013 It be "Bondi") of A.M.P- (UJK.) Public Limited Company (the "ComP 1 ®^ 
commuted by a trust deed tlhc "Trust Deed”) 13 November 1990 and made between tbe Company and The Law Debenture Trust Corporation pAc.. as trustee (the “Trustee . 
hereby 

(a) sanctions and approves the redemption by the Company of all (but not some only) of the Bonds on tbe Revised Redemption Dale at the Revised Redemption Price, end riw 
payment on the Revised Redemption Date of accrued interest op to and indnrting tbe Revised Redemption Date, such that the Company shall then b e boun d to redeem the 
Bonds on such date at such price and to pay interest accrued thereon in accordance with the terms of the Trust Deed up to and including Ate Revised Redemption Date, su jeel 
to the provisions of Condition 6 of the Trust Deed; and for the p u rposes of tins resolution "Revised Redemption Date” shall mean tbe second business day following thv ite 
on which this resolution is passed, and “Revised Redemption Price” shall mean the price at which the yield on the Bonds is equivalent to 0.15 per cent above the semi-rumua 
gross redemption yield to be expressed as a per centa ge rounded down to three decimal places (0.0005 being rounded down) and to be cafeulated on the basis indicated by the 
Joint Index and Classification Comxmaee of the Institute and Faculty of Actuaries as reported in the Journal of dx Institute of Actuaries, IfaJ. 105, Part 1. 1978. paw: ISonihe 
8 percent Treasury Slock due 2015 (the “Reference Slock") to be ascertained as at 11.00 am on tbe date ou which this resolution is passed by taking the middle market price of 
the Reference Slock at such lime on such day as determined by Barclays de Zoete Wedd Limited; 


(b) assents to the modification or the Trust Deed, and in particular of Condition 5 of tbe Trust Deed, contained or inherent in tins resolution: 

tc) sanctions every modification, abrogation, compromise and arrangement in respect of tbe rights under tbn Trust Deed of tbe Bondholders of the Bonds necessary u* give effect 

to this resolution; and 

(d> authorises and directs the Trustee to execute, perform and concur in all such deeds, in struments and acts as may be considered by it to be necessary or expedient for and 
incidental to die implementation of this resolution." 

The Company considers that the proposed modifications contained in tbe Extraordinary Resolution set out above are fair and reasonable in the circumstances and. accordingly, the 
Company strongly urges all Bondholders to vote in favour of the Extraordinary Resolution. 

The attention of Bondholders is particularly drawn to tbe quorum required for die Meeting and for an adjourned Meeting which is set out in paragraph 2 of Voting and Quorum below. 

Copies of the Trust Deed (including tbe Terms and Conditions of tbe Bonds) referred to in the Extraordinary Resolution set out above are available for inspection by Bondholder* at 
the specified offices of (he Paying Agents set out below. 

In accordance with normal practice the Trustee expresses no opinion on tbe merits of the proposed modifications, but has authorised it to be stated that it has. no objection to the 
Extraordinary Resolution being submitted to tbe Bondholders for their consideration. 


Voting and Quorum 

A Bondholder wishing to attend and vote at the Meeting in per son must produce at the Meeting cither the Bood(s} or a valid voting certificate or valid voting certificate* issued 
by a Paying Agent (as defined below; relating n> tbe Bonds in respect of which be wishes >0 vote, 

A Bondholder not wishing to attend and vote at die Meeting in person may either deliver his BaruKs) or voting cert ifi cate^) to tte person whom he wishes to attend on his 
behalf or give a voting instruction (on a voting instruction form obtainable from tbe specified offices of tbe Paying Agents set out below) instructing a Paying Agent to appoint 
a proxy to attend and vote at the Meeting in accordance with his Instructions. 


Bonds may be deposited with any Paying Agent or (to the satisfaction of such Paying Agent) held to its order or under its control by Cedel Bank. soci£t£ anonyms. or the 
Operator of the Euroelear System or any other person approved by h, for tbe purpose of obtaining voting certificates, not later than 48 hours before tbe time appointed for 
holding the Meeting (or. if applicable, any adjournment of such Meeting) or giving voting instructions in respect of die relevant Meeting. Bonds so deposited or held will not 
be released until (he earlier of the conclusion of tbe Meeting (or, if applicable, any adjournment of such Meeting) and the surrender of tbe voting ceriificauHs) or. not less than 
48 hours before the time for which the Meeting (or, if applicable, any adjournment of such Meeting) is convened, the voting instruction receipts) issued in respect thereof. 


The quorum required at the Meeting is two or more persons present in person holding Bonds or voting certificates or being proxies and holding or representing in the aggregate 
two rtii»H« in principal amount of the Bonds for the time being out s t an ding (as defined in the Trust Deed)- If within fifteen minutes from the time fixed for the Meeting a 
quorum is not present the Meetup shall stand adjaanied for sucb period, not being less than 28 days nor more than 42 days, and to such time and pkuo.ns may be appointed by 
the chairman of the Meeting. At such adjourned Meeting tbe quorum shall be two at more persons p rese nt In person holding Bonds or voting certificates or being proxies and 
bolding or representing in ibe aggregate one-third in principal amount of tbe Bonds for the time being outstanding. 


BUSINESS FOR SALE 
Advertising and Marketing 
Services Company 

Leading market position 
Excellent customer twse 
M4 Corridor 
Dnnover £15 mffloa 


Every question submitted to the Meeting will be decided on a show of bands unless a poll is duly demanded by the chairman of the Meeting or tbe Company or by one or more 
persons holding one or more Bonds or voting certificates or being proxies and holding or representing in the aggregate not less than two percent in principal amount of the 
Bonds for the time being outstanding. On a show of hands every person who is present in person and produces a Bond or voting certificate or is a proxy shall have one vote. On 
a poll every person who is so present shall have one vote in respect of each £1,000 principal amount of Bands so produced or represented by the voting certificate so produced 
or in respect of which he is a proxy. 

To be passed, tbe Extraordinary Resolution requites a majority in favour consisting or not less than 75 per cent of tbe votes casL If passed, tbe Extrao r di n a r y Re sol uiion will be 
binding on all the Bondholders, whether or not presait at such Meeting and whether or not voting, and upon all tbe holders of the coupons relating to the Bonds. 



Principal Paying Agent 

Tbe Chose Manhattan Bank, 125 London Wall, London EC2Y 5 AJ 


CmMBtrm teMtuiK irami ml 
gonipwflrMaaiy 


Paying Agents 


Pot Funhcr mfannukm: 

Write (a Bax B55, l. Ftamdaltlaew 
One So wlimu t Bmlfcc. London SEl VHL 


LIQUIDATIONS, 
RECEIVERSHIPS & AUCTIONS 


Chase Manhattan Bank Luxembourg SA. 
5 Rue Plaetis 
L-2338 Luxembourg 


Banque Bnixefies Lambert S. A. 
24 Avenue Marais 
B-1050 Brussels 


200-300 Liquidations and 
Receiverships listed every week. 
Who they are, What they did and 
who to contact. + Scores of 
Auctions every week. 

BUSINESSES FOR SALE 

Monthly publication listing aver 100 
different businesses Tar sale. 

For further details - 
Tel: 01652 480889 
Foe 01652 680867 


BY ORDER OF THE BOARD 
AJkl-P. (U.K.) Public Limited Company 
The Pearl Centre 
Lynch Wiod 
Peterborough PE2 ftFY 


Note? The Company hay discussed (he natters referred to In the above Notice of Meeting wBh the Associ at ion of British Insurers, and accordingly Bondholders representing 
50 per cent of the Bunds have Indicated their support for the proposaL 


18 November 1997 


CONTRACTS & TENDERS 


OFFICE EQUIPMENT 


No.anwisof iw 


IN TH E HIG H COUKT OF JVSTICn 
CHANCtKY DIVISION 
COMPANIES COURT 

„ IN THE MATTER OF 
THOMSON DIRECTORIES LIMITED 


Government of Pakistan — Privatisation conmussion 


g Invitation For Ssbraissisn of 


Expression of Interest fjo 


OFFICE FURNITURE 


Wo have • drim from the manufacturer - new Itiqft quriUy executive and 
system range* - conference and receptio ns. Lugo choice of veneers, 
metamhie and/or laminate ttnlshea 


with discount of up to 40 0 o (rorr> R.R.P.! 


London Showroom hr vtmfng 80-73 Thootnfate Road, London WC1X 8TA 

Ad camcad and pfegvifcio sendees. 


LIIIE40URO LTD Ti*l: 017 1-1)31 ^67! 


WTHf MATTER OF THE 
COMPANIES ACT 1105 


( DUTY FREE 
SHOPS L 




m 

flsi; 


BUSINESS SERVICES 


COMPANIES ACT 1*05 
NOTICE IS HEREBY OtVEN dw ■ 
Pcdnon was on 30th Qciotaci IW 
premed to Her MaJcaj'a High Court of 
Mawtlcc for die omliiuuDm of 4 redumoa 
of the Shut Premium Aruotmt of dv 
Company in OK «nuum of CI4J66JU2. 
AND NOTICE IS FURTHER GIVEN ih*t 
dm »»«i Addon la three tod m be beard 
before *e Regiroarof ihe Crenpank* Court 
U the Royal Court* oT Junk*. Strand, 
London, WC2A 2LL on 2Mh November 
1997. 

ANY creditor or duraholdcr of the uid 


SWITZERLAND 


iacoi pewdon Hid of 

swiss and foreign companies. 
Mat) - Phone - ft* novices. 
Bank imroducuons. 




Onnrjwiy dedriog to opproc the making of 
m Order for be crxiflnnxUan of lire mk! 
raductron of be Share Premium Account 
dmuld appear ai be lime or be&rtitx In 
perom or by Coowd forticu puipere. 

A copf of the uid ntaren vflt he hutebed 

to any n*on rejutrbag be taaie b» be 

under mentioned coicnan on payment of 
beiesottaddiuge Far be mure. 

Gouldcm of 22 Tudor sueM. London, 
BMY QXf Solicitor! for bo above inroad 
Company (Tefc UI7I S8J 7777L 
Bcft 500731011321 



and a network of retail outlets is being privatised through the sale of 


shares and transfer of management control to a stra 


OPTIMA FIDELITY 
SLA. 

1C Place LoogeniaHe, 

PO Bn 35M. CR-1211 Geneva 3, 
T* 4U3 JR90W9 te 4122 31*4103 
Enal-.eptifUgUiireindi 







the market leader position. 




SAVE on 
I NT E R M ATI O M A L 
PHONE CALLS 



Expressions of interest for pre-qualification, are invited from reputable 
international operators of Duty Free Shops and firms having substantial 
experience in such businesses, to participate in the privatisation process 
of DFSL. Expression of Interest along with investor profile in terms of 
ownership, net worth, business track record (audited accounts, staff 
strength, etc), management's capabilities for operating similar businesses 
and a non refundable processing fee of Rs. 50,000/- (Rupees Fifty 
Thousand) or US $ equivalent in the form of a bank draft (encashable in 
Islamabad) in favor of the “ Privatisation Commission , Government of 
Pakistan f should reach the address given below in a sealed envelope 
clearly marked Expression of Interest for Duty Free Shops by December 
10th, 1997. 


' Information Memorandum and Statement oi Qualification ISOQ) will be provided | 
I fo the parti es- yuhmittinp their Expression* of Interest by the yiien dote. 





Ahmad Waqar — joint Secretary 
Privatisation Commission. Government of Pakistan. 
5-A, Constitution Avenue, Islamabad, Pakistan. 
Phone: (92-51) 9203881, 9205146-7, 

Fax: (92-51)9203076, 9211692 


INDUSTRIAL MACHINERY AUCTIONEERS 

2 DAY PUBLIC AUCTION SALE 
By order of (be new omen 

■ Ptutf, Mod tiaer y and &| « t p u*w»t Remedy need In (fat Bmtaaaof 
D8LC0 ELECTRONICS 
at Tbe Former Dates Works, Moorgste Road,. 

Kirby, Liverpool. L337XL 

IbbebeUoalfcwdnj&rfMuJ Wedneedoy 3rd 'December 1997 
rtartbg al 10 :30 an Viewing: Mabday lit Dscomber 1997 Ihra 9 : 00 m 
te 4 > M pm awl on tbe Marafeg of Sale 

INCLUDING:- ibt) INJECTION MOtlUgBS ft ASSOCIATED .EQUIPMENT, 
20 w>*ppnpaolar|lMfa' (HX CBdRE IXtBBS, - (10) GRDCBRS. (4) MHJJNG 
MACHINES. (121 DRILLS. (6j SAWS, SWRK WOOING. DIE SNQNG.H0RIZ 
SOARING. (40) PRESSES ft BOWMENE CS) SHEET METAL, (!J) WELDB40. 
INSPECTION EQUIPMENT; WORK MCTVEMENT (4] MXXTOKXKtNCL 
rT)CQMRESS0RS.l(i)LBniNG BQUIMSl1^(71MNTni(3,CUMKI1CClIAHDGItS 
ft OVENS. ICSCB3UB9fflffllnairem«tiM»draiWMtaBM*Mta«; i4Me M ata.bBfa 
wmlen, datico. odl tidq. nric*. ndK CANTEEN, SHOP ft STORHL OFFICE 
Bt3Um«®iTltentae ad cmnppKroppreit, CLEAN KXM Sdrantotdpdhndma 

ad m iB8 ^ M0 n «»ttecj fcmmriin io u miiifcio tf n*in rim i*adh|«|oyegi>*X 


NO BUYERS PREMIUM AT THIS AUCTION SALE 


FOB FREE ILLUSTRATED BROCHURE CONTACT 
IMA. 

Tlie timer Nee WwfcAMaarmft Ro^BfMq, 
Liverpool. L337XL 
Tefc 0151 S4> 14H Fn MSI 54S Jf73- ■ 
CotoleiM QLN e*cb per my 



BUSINESSES 

WANTED 


BUSINESS WANTED 


• Rereareh sod Dcvdopmem 

Conpaniu or Group* 

* Materials Processing w Product 

Development 

* Energy or EnvtromnaHal 

TedmaJogy 

• Turnover in ma$c£200K - £1 M 

BnlfcBSSMlteKMTJMc 
OmSoMtowP Bri%, LaMton SEl flRL 
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T om Phillips likes to 
mark the periods of his 
life with a signal event. 
At 50, it was an invita- 
tion cricket match at 
The Oval, a day which still lives 
pleasurably in the memory. Now at 
60, it is something rather more 
reflective and certainly more sober 
but none the less self^elebratory 
for that. 

Two complementary exhibitions, 
small in themselves but together 
subs t a nti a l, mark thp climacteric: a 
show of recent and current work at 
the South London Gallery, between 
Peckham and Camberwell; and at 
Dulwich, a succinct retrospective 
to give the context These locations 
are all part of the plot for Phillips, 
born in Clapham and resident 
these many years in Camberwell. Is 
very much a South London boy. 

Drawing to a Conclusion, the title 
of the Dulwich’ show, effectively 
applies to both. For Philips has 
been drawing conclusions from the 
start, and will go on, I hope, for a 
long time yet. He is a true concep- 
tual artist in that, whatever Its 
final manifestation might tm-n oat 
to be, the work is always idea- 
driven. There is no intuitive, 
self-forgetful engagement from 
which the work might at last 
emerge. Rather a system is set up, 

a programme established, a series 
embarked upon, rules drawn up. 
Some go on for years. 

An element of chance of course 
comes into it, but as with the pro- 
fessor setting up his retorts, or the 
little boy running the train into the 
buffers, the accident is foreseen. 
And while the fun lies in pteirmg . 
up the pieces, the justification 
rests upon the supposed serious- 
ness of the experiment. Phillips 
always falls back heavily upon the 
literary source and the arcane ref- 
erence. And rather than leave 
them to tick away beneath the sur- 
face, like unexploded bombs, he 
always explains them, spells them 
out, lest his erudition escape us. 
No tactic more irritates a sceptical 
English critic, as RB. Kitaj lately 
found out 

But what saves Philli ps is that, 
in spite of himself and any ostensi- 
ble preoccupation, he remains at 
heart a maker. Not for him the 
easy way of taking the proposition 
for the realisation. Everything, 
work-ethic-worthy, has to be 
achieved. The result is that so 
often in what he does, and always 
in the best of it, a palpable tension 
is created between what the work 
is about and what it actually is. 

He seems to find something diffi- 
cult, or at least inhibiting , in the 
use of oil-paint or acrylic: a sen- 



Idea-driven and totemic 


Tom Phillips is a true conceptual artist, writes William Packer 


ousness of expectation, perhaps, 
that gets in the way. And yet even 
then, whenever be begins to lose 
himself in his subject - in some, 
not all, of the portraits for exam- 
ple, and especially the drawings 
he is ever capable of achieving a 
genuine simplicity and directness. 

H is portrait of the poet 
and critic, Edward 
Lude-Smith, has an 
African tribal sculp- 
ture in the back- 
ground. in which interest both art- 
ist and sitter count themselves 
expert, together with one of 
Phillips own “terminal greys' 1 
paintings, consisting of stripes 
made one by one from the mixture 
of colours left an the palette at the 
end of each day’s work. Rather 


arch an exercise, on* might think. 
But wail a minute. That painting 
now takes an a totemic quality 
that complements the sculpture, 
and suddenly we no tice that over 
all the years there has been in 
Phillips’ work a quality of mark 
and pattern that marches very 
closely with tribal and aboriginal 
traditions. We realise that the 
paraded, scholarly interest is actu- 
ally something personal, n a t ur al 
and deeply-felt. The conjunction 
here of these props in a portrait, 
far fr om being over-weening, is In 
the event both apposite and oddly 
modest. And the portrait is one of 
the best he has ever done. 

If his pointing {3 habitually stiff 
in its handling, as though he 
doesn’t quite trust himgrff in the 
me ctf it, the drawings in charcoal 


and pastel, and some of his works 
in watercolour, are so free and 
celebratory on the surface, done 
with so light and intuitive a touch, 
that they could almost be by 

another hand. But yet again the 
contradictions and caveats set in. 
It isn’t quite so simple as to say 
stiff bad, free better. 

Among his most contrived and 
self-conscious works are the text 
reliefs, filigree screens of wire 
wards, the letters fused together. 
Same are biblical and set out in the 
form of a cress, others simply a 
block of Phillips' own poetry. The 
dra w ings for them are li ghte r and 
more exploratory perhaps, the wire 
as stiff as can be. And in both 
cases they are rather hard to read, 
and ell thp more intriguing for 
their ambiguity. They are strange 


and rather beautiful things. He 
makes quilts too, to which they 
obviously relate. And here again 
the particular theme is the least 
engaging aspect To make a quilt of 
that harvest of the Soho phone 
booth, the cut-up calling-cards of 
prostitutes, and call it “women's 
work”, is merely to reiterate a 
tedious piety of feminism. The 
thing s themselves, as things, are 
rich and lively and unexpected. 
Tam Phillips is always the better 
artist for taking hiirmaif nnser- 
iously. and by surprise. 


Tom Phillips - Sacred and Profane: 
South London Gallery, 65 Peck- 
ham Road SE5, until November 23. 
Tom Phillips - Drawing to a Con- 
clusion : Dulwich Picture Gallery, 
London SE21, until January 18. 


T heatr Clwyd, has just 
begun a new regime under 
the direction of Terry 
Hands. Two plays are 
alternating In repertory in each of 
its two auditaria. This means that 


Theatre/Alastair Macaulay 

Good omens for Wales 


you can sometimes catch, as 1 did, 
four different plays on four consec- 
utive nights; or that you can space 
your visits to all four plays over an 
extended period. 

This repertory system has 
wrong-footed some of the regular 
audience, who wrongly assume 
that if a production Is not on. then 
it has closed altogether. But the 
age range of the audiences is large, 
and standards onstage are good - 
one of the plays won an immediate 
standing ovation. As always with 
repertory companies, ft is fun to 
watch actors change from one role 
to another and in each production 
the ensemble playing is excellent. 
Several of the actors are 
well-known to Welsh TV aud i e n ces 
and - though the repertory is all in 
English - several of them have 
Welsh as their first language. 

The standing ovation was for 
Rape qf the Fair Country, Manan 
Eames’s adaptation of the Alexan- 
der Cordell novel about a Welsh 
family caught up in the Chartist 
movement of the early 19th oen- 
tury. It is a memory play- lestyn 
Mortymer recalls the warmth and 
principles and loves and divisions 
of hiw family and his neighbours. 
Coal mining , the early trade 


unions, political oppression, chapel 
os church sectarian rivalry: these 
start in the background, and gradu- 
ally advance into the foreground. 
Meanwhile lestyn grows up, learns 
to fight, loses his virginity, fells in 
love. One sister gets raped and 
killed: his friths*, after much resis- 
tance, joins the union but gets 
killed in a mining disaster; the 
show moves from bright to dark, 
from blitheness to fierce resistance. 
If the production, as directed by 
Tim Baker, is not quite a musical, 
it is not for want of trying: some- 
times. amid the stomping libertari- 
ans anthems, 1 thought I. was 
watching Les Mfs. More often I 
thought it -had been staged by the 
Welsh Tourist Board: there is a 
sentimental glow about even its 
bleakest m o ments. . 

The other three plays come from 
the era when Terry Hands was 
young: Joe Orton’s Entertaining Mr 
Sloane (1964). Peter Shaffer's Equus 
(1973), and Mike Leigh's Abigail’s 
Party (1977). These are famous 
plays that have not dated, but they 
suggest either that Hands is not 
interested in. the more advanced 
plays from the last 20 years or that 
he does not believe Theatr Clwyd 


audiences are ready for them. How- 
ever, Abigail's Party has been - 
with its anther’s consent - updated 
and relocated to Wales; and the 
director, Fiona R uffin i . has used 
Leigh’s o rigina l version, so that 
same of the most famous features 
of the TV version are absent 

W hich all helps to make 
this Abigail's Party 
fresh. It is easy to 
believe in all the sepa- 
rate chemistries between the five 
characters in this suburban neigh- 
bourhood, and the least utterance 
speaks volumes. {Angela, brightly. 
“I got very drunk at our wedding, 
didn’t I, Tony?" Tony, morosely 
and emphatically. “Yes".) In such a 
context, the more gross remarks 
(pea, with bitter courtesy to her hus- 
band : “Lawrence, if Td wanted 
someone to put a damper cm the 
idea, Fd have asked you first") 
strike home with full comic horror. 
The climax is the dance, in which 
Bev (Vivien Parry), clamping Tony 
(Steffen Rhodrfi ever more tightly 
to her, runs Ti<w handa ardently 
through his hair: which - a fabu- 
lous if accidental touch - stays in 
its newly ruffled haystack condi- 


tion for the rest of the play. 

If Entertaining Mr Sloane, 
directed by Dominic Cooke, is the 
most flawed of the four produc- 
tions, that is because the mixture 
of realistic danger and camp polish 
in Orton’s text is singularly elu- 
sive. I love this play, but none of 
the three productions of it dining 
the 1990s have been as funny as I 
have hoped. However, this produc- 
tion certainly had suspense, ambi- 
guity, and enough humour if not 

m uph 

Joseph McFadden is a Scottish 
Mr Sloane who coolly, slyly, com- 
bines sexually provocation and 
heartless viciousness. Robert 
Blythe’s apoplectic, petty bourgeois 
Ed and Jimmy Gardner's frail and 
alarmed Kemp do well. The main 
problem is the Hath of Lynne Ver- 
rall, an actress wholly devoid of 
spontaneity and fond of acting 
from the elbows out In her over- 
wrought performance, Kath’s gear- 
changes of accent sound not 
pathetically fanny but artfully 
schizophrenic. 

Hands himself directs Equus, 
and, despite a couple of caking 
blips, directs it wall. The problem 
here, however, is the play. Shaf- 


fer’s efforts to make drama out of 
psychoanalysis are both clunky 
and formulaic. The formula is the 
more obvious to those who have 
seen a few Shaffer plays: the 
would-be tragic tension between 
innocent, wild ecstasy (the horse- 
blinding boy), and rational, con- 
trolled containment (the child psy- 
chiatrist). The overlapping of past 
and present here is also familiar 
from Gift of the Gorgon. Shaffer’s 
real heart lies In melodrama; the 
way the psychoanalytical proce- 
dure of Equus sweeps towards cli- 
max and catharsis is at once too 
neat and too lurid. As the boy 
Alan, Oliver Ryan has real force, 
but would be twice as good without 
his “boyish" diction; and VerraH, 
playing his mother, gives an 
entirely external performance. But 
Frank Chimes, as the psychiatrist 
Dysart, steers the play with easy. I 
intelligent, self-critical authority. 1 
The rest of the cast - including 
Manan Eames (yes, the adaptor of 
Rape of the Fair Country ) - give 
him perfect support 1 watched 
with scepticism, but confess 1 bung 
on every word. The seriousness 
and the cooperation of the perfor- 
mance are the best omens for the 
future of Hands's regime. 


Equus, Rape of the Fair Country , 
Abigail's Party and Entert a i ning 
Mr Sloane are in Theatr Clwyd 
repertory until November 29, and 
return to repertory in February. 


Opera/David Murray 

Falstaff tamed 


T he English National 
Opera has a new 
Verdi Falstaff - a 
co-production with 
Opera North, though 
re-vamped since its Leeds 
premiere last season. (Laura 
Hopkins' sets are still on the 
scale of Leeds's Grand 
Theatre; on the larger 
Coliseum stage, black panels 
have to narrow the visible 
space down to that) Almost 
all of the cast are new. It is 
a ™nd and pleasant affair; 
the emphasis is on amiable 
comedy, neither mdely 
farcical nor threatening, 
and mostly it is very well 
sung. 

Alan OpJe’s Falstaff is as 
warm, solid and 
communicative as expected. 
The producer Matthew 
Warchns - a fine director of 
straight plays, but relatively 
new to opera - shows a 
reluctance to give honest 
operatic force its head. Some 
colleagues were delighted by 
that restraint; I wanted 
more unrestrained cartoons. 

In Act 1 FalstafTs comical 
terrorising of his minions 
Bardolph and Pistol 
(Anthony Mee and Mark 
Beesley) is muted to 
tameness, and there is no 
sense that his addressing 
two identical 

seduction-letters to wealthy 
married ladies is 
preposterously disgraceful. 
In Act 2 Mistress Quick! y’s 
famous, ironical 
“Reverenze” are 
underplayed; and the Act 3 
midnight shivaree in 
Windsor Great Park, with a 
lot of very small children in 
cute animal-suits, looks 
a Sunday-school pageant 
I wouldn’t for a moment 
suggest that Falstaff has a 
“dark" side that wants 
bringing out; it has no such 
thing. What the 79-year-old 
Verdi set out to compose 
was a pure commedia lir ica ; 
but Warchns has tamed 
FalstafTs rampant 
outrageousness, and the 
feline fury it p r o mpts from 
his intended seducees; 
whereas Verdi’s music for 
these things presupposes 
I unabashed actorly 
extravagances, almost 
commedia dell 'arte, to 
embody it 
The tone of the ENQ 
staging is “nice": frightfully 
English, pretty, distinctly 
subdued. Far from bringing 


Falstaff back to native 
territory, it only suppresses 
its lusty Italian roots. The 
scene where the chastened 
Falstaff struggles bad: ont 
of the Thames, crying for 
restorative ale, is set in a 
weird de Chirico townscape. 
not remotely like Windsor 
nor anywhere else. 

The finale at Heme’s 
Oak locates that haunted 
tree invisibly between the 
stage and the audience; all 
the rest - what we actually 
see - is barren conifers, 
neither here nor there, 
let alone haunted, and 
certainly nowhere near 
Windsor. 

S till, we have Rita 
CulUs’s elegantly 
grown-up, urbane 
Mistress Ford to set 
against Opie’s hearty 
Falstaff, as well as her 
partner Sarah Connolly’s 
Mistress Page, quietly 
bright and knowing. If 
Catherine Wyn-Rogers 
hasn’t been allowed to make 
her Mistress Quickly the 
overweening Dickensian 
figure that she ought to be, 
she sings her with depth 
and appealing grace. 

The constantly thwarted 
young lovers, Nannetta and 
Fenton, are char ming l y 
sung by tiny Mary Plazas 
and the tall American tenor 
Charles Workman - though 
she is denied her hint of 
magical faery elevation by 
the prosaic staging, and his 
cultivated, British-sounding 
voice reminded ns that there 
is really no Fenton like a 
small, brightly ringing 
Italian tenor. The smaller 
roles are well taken. 

The conductor Oliver von 
Dobndnyi, sound a»d 
sensitive, is friendly to his 
singers too (if not always 
unanimous with them, on 
this first night). There is no 
naughty miMhirf in the 
Herne’s Oak scene - it 
would help if Amanda 
Holden's smooth translation 
found pricklier English 
words for the children’s 
“Pizzica, pizzica!” while 
they poke the frightened 
Falstaff. But it all goes 
down well enough: just a 
bttle bland. 


In repertory at the 
Coliseum, London WC2 un til 
December 3, returning with 
new principals next June. 



Alan Opie and Rita Cullts 










■ AMSTERDAM 

EXHIBITIONS 
Stodetijk Museum 

Tel: 31-20-5732911 
Malevich: Works on Paper from 
the Khardzhiev Collection 
Exhibited for the First Time. 79 
drawings in penefi, chalk, 
gouache, ink and watercolours, 
spanning almost the whole of the 
Russian avant-garde artist's 
careen to Jan.25 

OPERA 

Het Mudektheater 
Tel. 31-20-551 8911 
Cos! Fan Tutte: tv Mozart 
Netherlands Opera production, 
conducted by Ivor Bolton in a 
steging by Jurgen Ffimm, with an 
entirety new oast; Nov 18, 21 


■ BERLIN 

DANCE 

Deutsche Oper ’. 

Tel: 49-30-34384-01 

Deutsche Oper Ballet: premiere 

of Rosalind©, choreographed by 
Ronald Hynd to music by J. 


Strauss; Nov 18 

OPERA 

Deutsche Oper 

Tat 49-30-34384-01 

Aide: by Verdi. Staged by Gfitz 
Friedrich, with sets and 
costumes by Pet Halmen; Nov 22 


■ COPENHAGEN 

EXHIBITIONS 

Louisiana Museum of Modem 
Ait, Humfebaek 

Tel: 45-4919 0719 
www.ta/&an3.cft 
Alberto Savlrrfo. Paintings 
1927-1952: around 30 still fifes, 
landscapes and mythotogtea) 
co mposi sti b ns by toe relatively 
unknown brother of de Chirico. 
His work combines abstract and 
figurative elements, and In many 
ways parallels de Chirico’s own; 
to Jan 11 


■ EDINBURGH 


Pho to graphy and Painting. Mors 
than 300 works, the majority of 
them photo gr aphs, which will 
illustrate the relationship between 
the various media in which 
Picasso worked. The display 
includes seff-portrats and 
photographs of Rousseau and 
Braque. The exhibition has been 
seen in Paris and wfJ! travel to 
Japan; to Feb 1 


■ LONDON 
CONCERTS 
Barbican Hay 
Tel: 44-171-638 8891 
'• The Sibelius Cycle: Joseph 
Swensen conducts the Scottish 
Chamber Orchestra, with violin 
soloist Ida Haendel; Nov 18 
• The Sibelius Cycle: Sir Colin 
Davis conducts the London 
Symphony Orchestra in a 
programme Including Symphony 
No, 3 and Symphony No. 4; 

Nov 20 


auBmoNS ■ 
ational GaBery of Scotland 
£ 44-131-624 6200 
scovering the Italian Baroque: 
re Denis Mahon Collection, 
insisting of 17th and 18th 
ntury Italian paintings by 
jercino, Guido Reni and 
xnertichino, among others, 
iltected by Mahon since the 
130s. The exhibition was In 
ndoh- until May; to Feb 15 

I HOUSTON 


n of Fine Arts, Houston 
13-639 7750 
It Mirror. PfcaSSO! ' 


OPERA 

English National Opera, 
London Coliseum 
Tet 44-171-632 8300 

• Falstaff: by VerdL this 
t»-produciion with Opera North, 
fast seen in Leeds, is conducted 
by Dohndnyi and directed by 
Matthew Warehus. Cast includes 
Alan Opie in the title role; Nov 
19, 21 

• The Magic Flute: by Mozart 
Nicholas Hytrver’s English 
National Opera production, 
revived by David Pitch and 
conducted by Christopher 
Moulds; Nov 20 , 22 

Royal Albert Hafl 


Tet 44-171-5898212 
The Royal Opera: Otello, by 
VerdL Conducted by Jacques 
Deiacdte in a staging by Elijah 
Mosh insky-, Nov 18. 19, 21, 22 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavfllon 

Teh 1-213-972 8001 
Los Angeles Philharmonic: 
conducted by Paavo J&rvi In 
works by Tufa’, Mozart and 
Mahler; Nov 21 , 22, 23 

OPERA 

LA. Opera, Dorothy Chandler 
PaviSon 

Tet T-213-972 8001 
wwwJaopera.org 
Countess Maritza: by K£lm&n. 
Premiered in Santa Fe this 
summer, this lively production by 
Linda Brovsky stars Ashley 
Putnam and Is conducted by 
John Crosby, Nov 22 


■ MADRID 

OPERA 
Teatro Real 
Tet 34-1-516 0600 
La Monnaie: touring production 
of Britten's Peter Grimes. 
Conducted by Antonio Pappano 
in a staging by Willy Decker; Nov 
18, 20, 22, 23 


■ NEW YORK 

EXHIBITIONS 

Metropofitan Museum of Art 
Tet 1-212-879 5500 

www.mebnuseum.org 
Wordrobe: show exploring the 
relationship of fashion to 



self-expression in language; ends 
on Sunday 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Teh 1-212-362 6000 
www.metopera.org 
The Rake's Progress: by 
Stravinsky. New production by 
Jonathan Mater, conducted by 
James Levine. Cast Includes 
Dawn Upshaw and Samuel 
Ramey; Nov 20 

New York City Opera, New 
York State Theater 

Tet 1-212-870 5570 
www.nycppera.com 

• La Bohfcme: by Puccini. 
Conducted by George Manahan 
and staged by GrazJefla Sdutti; 
Nov 18, 20, 21, 22. 23 

• Marco Polo: by Tan Dun. 
premiered in Munich last year. 
New production conducted by 
the composer and directed by 
Martha Clarke; Nov 19, 22 


■ PARIS 

DANCE 

Opera National de Parte, Palais 
Gamier 

Tet 33-1-43439696 
Paris Opera BaBet mixed 
programme - Soir de fete by 
Staats, L’Arirteienne by Petit and 
La Symphonie fantastique by 
Massine; Nov IB, 19, 21 

OPERA 

Opdre National de Paris, Op6ra 
BastiBe 

Tet 33-1-4473 1300 
• Der Rosenkavalier: by 
Strauss. New production 



conducted by Edo de Waart in a 
staging by Herbert Wernicke. 
Cast includes Renee Fleming, 
Susan Graham and Barbara 
Bonney; Nov 20, 23 
• Nabucco: by Verdi. 
Conducted by Pinchas Steinberg 
in a staging by Robert Carsen; 
Nov 19, 22 


■ SAN 
FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 

Tel: 1-415-864 3330 
wwwAfopera.com 

• Eugene Onegin: by 
Tchaikovsky. Yuri Temirkanov 
conducts his 1980s Kirov Opera 
production, with a cast including 
Anthony Michaels- Moo re and 
Elena Prokina: Nov 19, 22 

• Guillaume Tell: by Rossini. 
Conducted by Patrick Summers 
in a staging by Lofti Mansouri. 
Cast Includes Patricia Racette; 
Nov 18, 21 

• Pefleas et MdHs&nde: by 
Debussy. Conducted by Donald 
Runrn'des in a production by 
Colin Graham. Frederica von 
Stale and Simon Keentyside sing 
the title roles; Nov 20, 23 


■ TOKYO 

CONCERTS 
Suntovy Hall 

Tel: 81-3-3289 9999 

• l vo PogoreJich: recital by the 
pianist of works by Brahms, 
Granados and Prokofiev; Nov 19 

• Staatskapelle Berlin; 
conducted by Daniel Barenboim 


in symphonies and piano 
concertos by Beethoven; 

Nov 18. 23 

OPERA 

NHKHall 

Staatsoper Unter den Linden: Die 
WalkOre. by Wagner. Conducted 
by Daniel Barenboim; Nov 21 


■ WASHINGTON 

EXHIBITIONS 
National Gallery of Art 

Tel: 1-202-737 4215 
www.nga.gov 

Building a Collection: display of 
around 100 works on paper 
inducting drawings by Monet; to 
Apr 19 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN GABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday. Central 
European Time: 

• NBC Europe 

10.00: European Money Wheel 
Nonstop five coverage until 15.00 
of European business and toe 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

0830: Squawk Box 
10.00: European Money Wheel 
13.00: Financial rimes Business 
Tonight 
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Martin Wolf 


Europe’s real insiders 

There are several economic models in Europe, but they share a bias towards male 
breadwinners often at the expense of women, the young and older workers 


In the European Union, 
mare than 18m people are 
out of work. The unemploy' 
menl rate is more than dou- 
ble that of the US and three 
times that of Japan. This, 
everyone agrees, is the Ell's 
biggest challenge. 

A reasonable person 
might believe that the Euro- 
pean leaders meeting at the 
jobs summit in Luxembourg 
on Thursday and Friday w£Q 
take radical action to meet 
It. The reasonable person 
would be dead wrong. The 
EU leader hope mild reform 
will secure improved jobs 
performance. They will still 
try to avoid the alternative 
if it does not 

Continental Europe does 
not embody a single eco- 
nomic model. To the 
Anglo-Saxon deregulated 
system, can be added at 
least four more: 

• the Rhineland (Austria, 
Belgium, Germany, Luxem- 
bourg, the Netherlands, and 
Switzerland); 

• the Mediterranean (Italy, 
Spain and Portugal); 

• France, perching uncom- 
fortably between the Medi- 
terranean and the Rhine- 
land; 

• and Scandinavia (princi- 
pally Denmark and Sweden, 
with Finland in an excep- 
tionally difficult position). 

Yet, although these differ 
in many Important respects, 
they share a priority: to 
secure remunerative 
employment for the male 
breadwinner. They have 
succeeded. 

hi 1996, according to the 
Organisation for Economic 
Co-operation and Develop- 
ment's Employment Out- 
look, the proportion of men 
aged 25 to 54 in employment 
was 88 per cent in the US 
and 85 per cent in the Euro- 
pean Union. An important 
part of the explanation for 
the somewhat worse EU per- 
formance was Spain, with 
its dismal rate of 79 per 
cent 

The employment rate for 
prime-aged men was 85 per 
cent in the UK. Elsewhere It 
varied between 83 per emit 


in Italy and 89 per cent in 
the Netherlands. Thus, the 

EU generated jobs for very 
nearly as high a proportion 
of prime-age men as the US. 
Many continental European 
countries had a higher pro- 
portion of such men in jobs 
than the UK and the varia- 
tion among them was very 
small. 

What is more, wage dis- 
persion was both smaller 
and more stable in the con- 
tinent than in the 
Anglo-Saxon economies. A 
standard measure of earn- 
ings Inequality is the ratio 
between the bottom of the 
top 10 per cent of wage earn- 
ers and the top of the bot- 
tom 10 per cent As the 
chart shows, the US ratio 
jumped from 35 in 1982 to 
<L3 in the mid-1990s; In the 
UK, it went from 2.7 to 3.7. 
On the continent, by con- 
trast, it remained between 2 
and 25. One fifth of the US 
workforce is employed at 
wages below the German 

minimum wage. 

With high employment 
and equal earnings, conti- 
nental prime-aged men 
already possess the "good 
jobs” President Bill Clinton 
wants for their US counter- 
parts. The big differences 
between the continental and 
Anglo-Saxon models and 


among the continental mod- 
els lie elsewhere. 

In 1996, the proportion of 
US men aged 55 to 64 in 
employment was 65 per 
cent, against 46 per cent in 
the EU; the proportion of US 
young men and women aged 
15 to 24 was 58 per emit, 
against 38 pa* in the 
EU; and the proportion of 
US women aged 25 to 54 was 
73 per cent, against 62 per 
cent in the EU. It is these 
groups that fare better in 
the US. Yet there also differ- 
ences among continental 
European countries. 

Consider, first, older 
workers. In Anglo-Saxon 
UK, 57 per cent of men aged 
55 to 64 were in jobs in 1896, 
just a little below the US 
proportion. The Scandina- 
vians are close to the Anglo- 
Saxons: Denmark's employ- 
ment ratio for men aged 55 
to 64 was 58 per cent and 
Sweden's still higher, at 66 
per cent 

In Rhinelandlsh Germany 
and the Netherlands, the 
ratios were much lower, at 
47 per cent (In 1995) and 41 
per cent, respectively. Medi- 
terranean Italy and Spain 
were close to the Rhineland, 
(42 per cent and 50 per cent). 
In France, the pr o por ti on of 
men aged 55 to 64 with jobs 
was just 39 per cent 



Turn, second, to the 
young. In the UK, the pro- 
portion of young people bt 
employment was 60 per 
cent 

RMrm i anflfgft Germany 
and the Netherlands were 
somewhat lower, at 51 per 
cost (in 1966) and 54. respec- 
tively. Scandinavian coun- 
tries were feiity dose, with 
Sweden's ratio at 40 per cent 
and Danmark's exception- 
ally high, at 66 per cent But 
in Medit e rranean Italy only 
25 per cent of young people 
and in Spain 26 per cent 
were at week. France was 
again Mediterranean, with a 
dreadful youth employment 
ratio of 22 per cent 

Look, last at women. In 
the UK, the proportion of 
women aged 25 to 54 in 
employment was 70 per cent 
in 1996, close to the US pro- 
portion. Scandinavian 
employment ratios for 
women were exceptionally 
high, at 80 per cent In Swe- 
den, 76 per in Denmark 
and 78 per emit in Finland. 

Germany 

the Netherlands were not 
for behind, at 85 pear cent On 
1995) and 6S per cent, 
respectively. The French 
ratio here was Rhinelan- 
dlsh. at 68 per cent, in Medi- 
terranean Italy, however, it 
was down to 48 per cent; 
and in Spain it was 42 per 
emit 

The most Important con- 
clusion is that the continen- 
tal European jobs market 
has generated remunerative 
employment for the bread- 
winning male. These men 
are the labour-market insid- 
ers. Highly motivated, com- 
mitted to their work, at the 
peak of their productivity 
and determined to r emain 
employed, they are the core 
workers of any private com- 
pany. It la their interests 
that corpo rate bosses, trades 
unions and politicians tend 
to put first 

The policies protecting 
core workers are many: 
high taxes and social 
charges; a generous welfare 
floor; tight restrictions on 

firing; high minimum 


wages; egalitarian collective 
bargaining; the spread of 
collectively reached pay 
agreements throughout the 
economy; and restrictions 
on part-time work. The net 
etfoct is to reserve private 
employment to the most 
productive and committed 
workers. 

Women tend to become 
outsiders almost every- 
where, although a huge 
number of jobs can be sup- 
plied by the public sectors 
erf high tax economies, nota- 
bly In Scandinavia. Simi- 
larly, those aged 55 to 64 are 
turned into outsiders, as 
genaous subsidies and pen- 
sions cushion early retire- 
ment Meanwhile, the young 
have to wait though this is 
true in the Rhineland, 
where they both train and 
work at the same time. 

If variants of the basic 
insider-outsider model 
deliver what continental 
countries want why should 
they Change them? 

Why indeed? These coun- 
tries win not undermine the 
har gttfwinp pnsiHnw of insid- 
ers merely to satisfy less 
important outsiders. Conse- 
quently, Gordon Brown, the 
UK chancellor, will find It 
extraordinarily difficult to 
convince his peers that new 
Labour possesses what 
amounts to the philoso- 
phers’ stone: the claimed 
ability to combine US jobs 
growth with European 
social cohesion. 

Evan persuasion by the 
likes of Mr Clinton and 
'Tony Blair, the UK prime 
minister, must foil to Induce 
wvntinppteii European lead- 
ers to Introduce big 
changes. There Is only one 
thing likely to do so - seri- 
ous failure. If the recovery 
now under way fails to 
lower unemployment, 
growth stutters again or - 
wont of all - prime-aged 
men lose Jobs in droves, 
they might become radical. 
Until then, they will stick to 
social-consensus nurse, for 
fear of something wane. 

e-medt Martin. Waif@FT.com 


Personal View • William Paley 

Clamping down on 
commercial bribery 


The OECD should 
take a stand 
against the plamie 
of international 
corruption 

In the short 
time I have 
been US com- 
merce secre- 
tary, the 
world has 
moved towards dealing with 
the scourge of international 
corruption, and may now be 
moving away. In May, the 
world’s biggest industria- 
lised countries promised to 
make illegal the practice of 
bribing foreign officials. 
Recently, however, there 
have been signs that they 
are backsliding. It is impera- 
tive that countries recover 
the determination that 
fuelled their' action in May. 
They do not have much 

tlrmi- 

Since mld-1994, the Com- 
merce Department has 
learned of allegations of 
bribery by foreign compa- 
nies in some 180 interna- 
tional commercial contracts 
valued at nearly $80bn 
(E47bn). A British newspaper 
recently quoted a board 
member of a big German 
multinational as saying it 
would take 10 years to 
replace the overseas staff 
and networks that currently 
expect to operate on the 
hag** of "necessary" bribery. 

As commerce secretary, I 
am incensed when I see busi- 
ness diverted Cram compa- 
nies that play fairly to those 
that play test and loose. But 
I am even more disheartened 
by the damag e that corrup- 
tion inflicts on thw economic 
development of less- 
dsvekiped countries. 

Last May, trade, 
and foreign minis ters of the 
Organisation for Economic 
Co-operation and Develop- 
ment (OECD), agreed to 
make a concerted attack an 
transnational bribery. As 
OECD ministers, we agreed 
to complete a convention by 
the end of this year obliging 
member states to make the 
bribery of foreign public offi- 
cials a criminal offence, aa It 


already is in the US under 
the Foreign Corrupt Prac- 
tices Act. The convention is 
to come into force by the end 
of 1998 and the OECD will 
establish a monitoring proce- 
dure to enforce this decision. 

After the first round of 
talks in July, the conclusion 
of an effective convention by 
the end of 1997 appeared to 
be attainable. But I am dis- 
tressed by the backsliding on 
same critical issues at the 
October meeting. 

The OECD ministers 
agreed In May that the brib- 
ery of legislators would be 
covered. But German and 
Austrian negotiators now 
insist that only a small cate- 
gory of bribes to legislators 
should be illegal They argue 
that the convention most 
either mirror their domestic 
laws, which generally pro- 
hibit only those bribes paid 
to legislators to buy their 
votes, or that their compa- 
nies be exempt from mere 
stringent convention prohi- 
bitions against the bribery of 
foreign legislators. 

Equally disturbing, most 
OECD member countries 
have taken the position that 
the convention should not 
cover the bribery of political 
parties and party officials. 
Imag ine the effectiveness of 
a convention that foiled to 
probffrft bribes to the politi- 
cal of Zaire's Mob- 

utu Sese Seko or the Philip- 
pines' Ferdinand Marcos. 

We must also cover the 
foil range of enterprises 
owned or controlled by gov- 

I ask those that 
are failing to fulfil 
their pledges and 
are insisting on 
limitations on the 
scope of the 
convention to do 


what they know is 
right 



emments given the large 
number of such enterprises 
In developing countries. If 
we don’t, this loophole alone 
could seriously weaken the 
convention. 

The lack of progress on 
these issues should be 
deeply disturbing t o m inis- 
tera who speed to criminal- 
ise bribery last May. Is It 
conceivable, after the brib- 
ery scandals that have 
caused so much damage to 
OECD nations In recent 
years, that any OECD mem- 
tar country could publicly 
insist that this convention 
fail to prohibit the bribery of 
public enterprises, foreign 
legislators, political parties 
and party officials? Instead 
of having a convention to 
outlaw bribery, we would 
run the risk of pointing the 
way to “legal" bribery. 

Another vital issue is 
when to bring the conven- 
tion Into effect. Several 
OECD members, including 
France, Germany and Japan. 
Insist the convention come 
into force only after a criti- 
cal mass of large nations 
signs on, citing concerns 
about undercutting their 
companies’ competitiveness. 
But surely these countries, 
with the US, would consti- 
tute a critical mass. Those 
who delay will come under 
pressure from their trading 
partners to- ratify the con- 
vention. 

I remain committed to the 
goal we set in May. A num- 
ber of other member coun- 
tries are equally committed. 
I ask those that are foiling to 
fulfil their pledges and that 
are insisting on unwise limi- 
tations on the scope of the 
convention to do what they 
know is right 

We have only (me negotia- 
ting session left before the 
December deadline. Let’s 
renew our resolve to meet 
that deadline; let’s settle the 
outstanding issues this 
month and form a tough 
agreement, without loop- 
holes, that will effectively 
criminalise bribery of for- 
eign public officials through 
all possible ^bnnmdR 

The author is US co mm erce 
secretary 



BEATRIX MINES LIMITED 

At the Genera! Meeting of Beatrix Mines Limited ("Beatrix'* or The Company") held at 14h30 (South 
African time) yesterday in Johannesburg, the special resolutions required to increase the Authorised 
Ordinary Share Capital of the Company were passed. 

Shareholders who voted In favour of the special resolutions represented 99,95 per cent of those eligible 
to vote, in order for the resolutions to be passed 75 per cent of the eligible votes were required. The 
total number of shares represented at the meeting was 74,9 million shares representing 77,5 per cent 
of the total shares in issue. 

As previously stated in the joint cautionary announcement of 10 October 1997, Beatrix or another 
vehicle will be used for the formation of Golcfco. The result provides Gencor and Gold Fields of SA with 
the flexibility to use Beatrix as a possible vehicle. 

The parties to the Goidco transaction will make a further announcement, around the end of November, 
regarding Its final terms and structure. The timetable regarding the distribution of relevant 
documentation and the various shareholder meetings to consider the proposals will be outlined in this 
further announcement 

18 November 1997 

ha 



Reserves transparency would 
cut HK dollar speculation 


From Professor Steoe 
K Ranke. 

Sir, Yon reported that the 
Hong Kang Monetary 
Authority Is now requiring 
the territory’s banks to sub- 
mit daily reports, as wen as 
monthly statements (“Hong 
Kong steps up bank monitor- 
ing", November 13). While 
this will assist the HKMA to 
monitor banks better, ft foils 
to address a significant 
reporting problem at the 
HKMA itself. The authority 


only reports Its reserve posi- 
tion monthly, and this re port 
foils to Include the HKMA’s 
forward currency positions. 
This lack of transparency 
creates undue confusion and 
speculation. Since the 
HKMA is a currency board 
arrangement, it cannot 
engage In monetary policy 
that a f fe cts the monetary 
-base and, therefore, it has 
nothing to hide. 

Consequently, it should 
publish its net reserves. 


Including forward currency 
positions, on a dally basis, as 
do most other currency 
board systems. This would 
enhance its transparency 
and reduce undue specula- 
tion, against the ?K dollar. 

Steve H. Hank*, 
professor of applied 
economics, 

The Johns Hopkins 
University, 

Baltimore, MD 212X8-2886, 
US 


Papandreou’s final years not wasted 


From Mr George Katiforis 
MEP. 

Sir, In your editorial 
“Greek grit" (November 13), 
which on the whole was 
accurate and quite percep- 
tive, you describe the late 
prime minister of Greece, 
Andreas Papandreou, as 
“wayward and xenophobic?. 
You go on to add that, fid- - 
lowing his return to power 
in 1993, “three years were 
wasted which should have 
been devoted to economic 
reform". 

Having served under 
Papandreou twice, including 
the period referred to hi 
your editorial, as his chief 
economic adviser, »r>d hav- 
ing known him personally 
reasonably web, l could tes- 
tify to various of his idiosyn- 
crasies — what man of action 
worth his salt does not have 
them? - but l would hardly 


describe him as wayward 
and most emphatically not 
as xenophobic. That, how- 
ever, we might leave as a 
matter of subjective evalua- 
tion. 

Regarding, on the other 
hand, tta three wasted 
years, figure s tell a d if ferent 
story. In 1993 Inflation in 
Greece was running at a rate 
of 14A per cent By 1996 it 
had been reduced to8J5per 
cent The budget deficit 
started at 1A2 per cent; by 
1996 it had been reduced to 
7 A per cent, and Interest 
rates bad fallen from 203 per 
cent in 1998 to 113 per cent 

Moreover, in the summer 
of 1994 Papandreou suc- 
ceeded, with much skill and 
energy, to frustrate a serious 
speculative attack on the 
drachma while abolishing 

tVw» last r orrmining r-aptf a L 
flow controls that kept us 


apart from the rest of 
Europe. Shortly afterwards 
Papandreou prevailed over 
ccmsiderable opposition to 
push through an unprece- 
dented tax reform that 
enabled the government, for 
the first time, to capture 
some of the revenue hitherto 
escaping merrily into the - 
black economy. 

All tills, from a man seri- 
ously IH and nearing his end, 
does not amount to three 
wasted years. On the con- 
trary, it was exactly during 
these years that the basis for 
today's policies, being dog- 
gedly pursued by his succes- 
sor aa prime minister, Kos- 
tasShnitis, were laid. 

George Katiforls, 

The European Parliament, 
97-U9 rue Belliard, 

1047 Brussels, ' 

Belgium 


Set targets 
to eliminate 
sponsorship 

From Mr Geaf Rayner. 

Sir, It is as wall to remind 
your readers that the ban- 
ning of tobacco sponsorship 
went one step beyond what 
we in the public health 
movement had expected, 
and, irrespective of the con- 
fusion caused by the special 
favours granted by the gov- 
ernment to Formula One, 
the commitment of Max Mos- 
ley, president of the FIA 
(Letters, November 11), to 
reduce the use of tobacco 
■symbols in his sport, is to be 
welcomed. 

Same of the current fuss 
could be further eased if Mr 
Mosley and his colleagues 
applied their tnin/fa to devel- 
oping specific target s for the 
reduction and then complete 
elimination of tobacco spon- 
sorship. 

Equally, the government 
might work with other 
spots to help them to 
develop atmfiwv plnrva fcjr the 
elimination of all tobacco 
sponsorship by a set date. 

The lesson the government 
might draw la that it should 
be consistent, both in apply- 
ing the same rules to all par- 
ties, and, having developed a 
sensible approach to reduc- 
ing tobacco sponsorship, it 
should stick to ft 

Geof Rayner, 

secretary. 

Public Health Alliance, 

9 Daleb ury R oad, 

London SW17 7HQ, UK 


Loaded question on Emu 


From Mr Tarty Tresiffm. 

Sir, Does the debate on the 
validity of response of Can- 
faderatton of British Indus- 
try members to Emu mem- 
bsrship (“Labour begins 
preparations for Emu", 
November 10) not miss the 
point, that is the validity of 
the question. Ignoring the 
constitutional issues, the 
crux of opposition to Emu Is 
that “cyclical convergence" 
and "a competitively sus- 
tainable exchange rate” are 
not obtainable within the 
medium term. The foot that 


conditions may be briefly 
favourable does pot answer 
the concerns of the system’s 
fahPTHnfrlrrflMfib tWy to B 
fundamentally different eco- 
nomic structure In the UK. 

The phrasing of this ques- 
tion has given a risk tree 
option: “Do you support 
Emu given that it works". 
Hardly surprisingly a major- 
ity said yes. 

Tony Trerigne, 

67 Clarence Gate Garden*, 
dentwo r fl i Street, 

London NW1 6QR, UK 


Nothing will 

From Mr Andrqj Seinkg, 

Sir, Gerhard Schrader’s 
rational and refreshing argu- 
ment (Personal View; 
“Reforming the German 
modeT, November Si pro- 
vides hope in an otherwise 
bleak Goman political land- 
scape. AH the more amazing 
to me is that Rolf Steffen 
(Letters, November 14) 
accuses him of being “unpa- 
triotic'' and of trying to bask 
in Germany's “ossification”. 

Coming from east Ger- 
many, I wish that there were 
far more In the west specifl- 


last forever 

. caBy of a readiness for 
change in society, an accep- 
tance of individual responsi- 
bility for democratic princi- 
ples and a more 

entrepreneurial spirit. 

A worn out Kohl-adminis- 
tration reminds me of the 
last days of the old East Ger- 
man regime. Many assumed 
then that it would last for- 
ever. WeE, it didn't 

Andre} Hetnke, 

76 Chilton St, 

Cambridge, MA 02188, 

US - 
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Fire-fighting 

in Japan 


if the Japanese authorities 1 
readiness to permit the closure 
of the country’s 10th largest 
hank signals a new realism in 
dealing with their festering 
banking crisis, so much the bet- 
ter. The snag is that Hokkaido 
Takushoku Bank looks too 
unusual a case to justify the 
euphoric stock market resp onse 
to the news of its demise. What 
Is needed, if further trouble is to 
be avoided, is a clearer indica- 
tion that the Ministry of 
Finance has a strategy that goes 
beyond mere fire-fighting. 

Japan has already paid a high 
price in last economic growth as 
a consequence of its misman- 
agement of the banking crisis. 
The risk, as problems creep fur- 
ther up the banking hierarchy, 
is that they will spill over into 
international markets and. po6e 
a threat to the world ftwanriai 
system. In effect, we are seeing 
a re-run of the 1930s on a 
regional basis. While a wave of 
competitive devaluations 
sweeps through the emerging 
markets, the developed world’s 
second largest economy finds 
itself in the grip of worsening 
deflationary forces. 

Federal Reserve chairman 
Alan Greenspan judges that the 
impact of Asian turbulence an 
the US will be "modest, but not 
negligible’'. Europe is not 
greatly at risk. Yet as Larry 
Summers, US Deputy Secretary 
of the Treasury, has remarked, 
such verdicts depend heavily on 
stability being restored as soon 
as possible. Since that caution- 
ary statement was made, the 
Bank of Korea has abandoned 
its attempt to drfpnd the won. 
The squeeze on Korean compa- 
nies that have borrowed in yen 
will be exacerbated, so adding 
to the woes of the Japanese 
banks. 


This would not have been pos- 
sible if the Japanese authorities 
had learned the lesson of the US 
savings and loan debacle. The 
decision in the 1980s to allow 
these loss-making institutions 
to attempt to trade their way 
out of trouble led to a vastly 
increased bill Cor the US tax- 
payer. The new feature in the 
present crisis Is that taxpayers 
outside Japan are also at risk, 
because of financial integration 
and the urge of Japanese 7**™^ 
to go for broke overseas. 

The Japanese banking system 
remains inherently unstable 
because its solvency is threat- 
ened whenever a falling stock 
market reduces the value of the 
banks’ equity holdings. More- 
over, the threshold on the Nik- 
kei index at which the banks 
run into trouble has been creep- 
ing up as they have used up 
their hidden reserves in writing 
down bad debts. The recent rise 
in the premium Japanese banks 
have to pay for dollar deposits 
also suggests a further erosion 
of international confidence 
since the onset of the Asian cri- 
sis. The systemic implications 
are deeply worrying: 

Because the integration of 
financial markets carries the 
risk of contagion the interna- 
tional community bag a right 
and an obligation to press 
harder for a more coherent Jap- 
anese approach. This «l>«nM 
enfajii a recognition that timely 
and transparent acknowledge- 
ment of bad news is better for 
market confidence than con- 
tinuing fudge. More fundamen- 
tally it requires the announce- 
ment of a plan to recapitalise 
the healthier parts of the bank- 
ing system, along with a rapid 
and brutal closure of the rest 
The risks and costs of prevarica- 
tion are mounting daily. 


Jobless growth 


Even at this advanced stage of 
the US business cycle, big com- 
panies are still cutting back on 
jobs. WhilB many smaller com- 
panies are expanding rapidly, 
announcements of large-scale 
redundancies have been stream- 
ing out from the likes of East- 
man Kodak, Levi Strauss and 
International Paper. There 
could hardly be a more graphic 
illustration of structural 
changes in the US economy. 

The same forces prompting 
consolidation in finance and 
telecommunications are driving 
companies everywhere to 
squeeze down costs. World- 
Corn’s bid for MCI is predicated 
on massive savings, which In 
turn will put more heat an com- 
petitors. Technological break- 
throughs and product innova- 
tions have overturned what 
once were quasi-monopolies. 
And with some financial service 
giants now spending more than 
$!bn a year on technology, econ- 
omies of scale are increasing, 
making fhrther mergers, and 


lay offs, more likely. 

There is little scope for price 
increases, especially in interna- 
tionally tradable goods. Kodak 
has found its domestic market 
share being chewed away by 
price competition from Fuji- 
Garment manufacturers face 
similar pressures. Overall pro- 


ducer prices fell marginally in 
the year to October. 

The American workforce is 
also being-reshaped by flexible 
staffing, with workers who were 
once hired directly being 
replaced by purchases of ser- 
vices. According to the Bureau 
of Labour Statistics, well over a 
fifth of the 143m jobs added to 
the economy from 1988 to 1996 
were in business, engineering 
and management services. 

Until recently, the puzzle was 
why these trends were not 
showing up more clearly in pro- 
ductivity figures. But the latest 
figures show signs of the under- 
lying changes breaking 
through: productivity in the 
three months to September rose 
at an annual rate of 45 per cent, 
the fastest rate for five years. 
This is a crucial component of 
the country's remarkable infla- 
tion performance. 

There are two concluding 
questions. First, if large compa- 
nies are behaving this way at a 
time of robust economic growth, 
how would they respond to a 
rather slower rate of expansion 
rw»yt year? And what are the 
implications for continental 
Europe, where structural unem- 
ployment is already high and 
where corporate restructuring 
is at an early stage? It is a chill- 
ing thought. 


Blue Sky Air 


The launch of British Airways* 
new low-cost airline symbolises 
how deregulation has altered 
European aviation- - and how 
limited those changes are. 

“Operation Blue Sky" is to be 
„ start-up venture, flying from a 
stylish but under-used airport 
some way from central London. 

will use the standard low-cost 


It 


airline routines, pioneered in 


the 


US 15 years ago: oneclass 

flights, no meals, ticketless 
check-in, flexible labour. It will 
start by serving a hand fa l of 
continental European destina- 
tions, flying eight aircraft by 
early 1999. 

For British Airways, all this is 
and writing, made possible 


new 


only by European deregulation. 


But 


to the US industry - or the 

brave band of European inde- 
pendents - it is old news. 

the US, far example, most 
airlines launched or 
acquired low-coet operations, or 
introduced two-tier wage levels 
newly hired personnel. This 


for 


caused endless friction over 


pay. 


It was only when this Wg 
airlines got serious about cost- 
cutting in their core businesses 
the cheaper competitors 
contained or - in many 
„ - eliminated. 1 
. British Airways Is serious 
making the new airline a 


that 

were 


cases 

If 


in 


stand-alone operation, it will 


avoid some, but not all, of the 
pay comparability problems. It 
may also avoid challenges on 
competition grounds from exist- 
ing low-cost airlines, or from 
Brussels. In this regard, a test of 
Blue Sky's independence will be 
whether it relies on its parent 
for aircraft maintenance, or con- 
tracts it elsewhere. 

Operating at arm’s le ng th. 
Blue Sky will teach its parent 
useful lessons about low-cost 
flying, and warn future rivals 
that BA will not complacently 
accept the erosion of its mar- 
kets. But a stand-alone Blue Sky 
will suffer the same disadvan- 
tages as its independent compet- 
itors - lack of slots at its 
intended destinations, u nfash - 
ionable airports, limited fre- 
quency. It remains to be seen 
whether its managers will be 
able to emulate their rivals’ 
relentless focus on continuous 
cost-savtngs. 

Above all, the BA plan reveals 
the uns poken truth about the 
new competitive era in Euro- 
pean aviation: so far, it is con- 
fined largely to airlines based in 
the British Isles. If the new air- 
line is to be a genuine stand- 
alone competitor, it is a wel- 
come newcomer. But Europe 
still awaits the wider airline 
competition the region badly 
needs. 


COMMENT & ANALYSIS 


Back from the brink 


By letting its lOth-largest bank fail, Japan has been unusually 
bold, but doubts remain about the economy, says Paul Abrahams 


J apan’s economy has been 
at the biink. Weeks of 

unremitting stockmarket 

decline and a stream of 
grim news from banks and 
brokers have raised seri- 
ous questions about the ffn^nqi al 

stability of the world’s second- 
largest economy. 

The chances of avoiding a 
financial meltdown - with all its 
dreadful consequences for the 
real economy - depended on how 
the government would respond. 
Would it let ailing banks go bust? 
Or would it seek to prop up 
financial institutions even at the 
risk of mait-mg matters worse in 
the long run? 

The crisis came over the week- 
end. On Friday, the cumulative 
losses of the Nikkei 225 index 
exceeded 25 per cent since June. 
At Friday's dose, 18 of the coun- 
try's top 20 banks had suffered 
sufficient losses on their equities 
holdings that their capital ade- 
quacy ratios were threatened. 
The system was groaning. Banks 
would either have to sell more 
equities to raise capital - driving 
the market down further - or 
they would have to tighten 
credit, precipitating a rash of cor- 
porate bankruptcies, undermin- 
ing both the markets and an 
already shaky economy. 

Now we know the answer. The 
authorities' bold decision to 
allow the country’s lOth-largest 
bank, Hokkaido Takushoku, to 
go bust was rewarded by a 
rebound in the Nikkei: the 225 
index shot up 8 per cent, the 
fourth-large st percentage rise 
ever. So has the government and 
japan passed the test? Hardly. 
Despite yesterday's exuberance, 
big doubts remain about the 
health of the financial sector and 
the economy as a whole. 

Yesterday's reaction appeared 
paradoxical. After all, sharehold- 
ers of Hokkaido Takushoku - 
commonly known as Takugm - 
have probably lost their entire 
investment. But investors were 
pleased far two reasons. First, it 
showed the government was pre- 
pared to make difficult decisions. 
And second, the authorities 
appeared to have a new mecha- 
nism which allowed them to deal 
with the weak financial institu- 
tions in a controlled manner. 

The decision to allow Takugm 
to foil was undoubtedly difficult 
For the ruling Liberal Demo- 
cratic Party, the political cost of 
Takngln's failure could be consid- 
erable. The northern island of 



Hokkaido, where the bank is 
based, is among the least privi- 
leged regions of Japan. Bureau- 
crats at the ministry of finance 
were blunt yesterday when they 
said that although a few of the 
bank’s 5X00 employees might be 
picked up by a rival, most would 
lose their jobs. 

Moreover. LDP politicians must 
now justify lending public funds 
to bail out the bank’s depositors: 
they will be repaid by out of 
unsecured loans from the Bank 
of Japan and from an industry-in- 
surance scheme. The government 
can easily afford to do this: the 
Takugm had more deposits than 
loans, and liabilities may exceed 
assets. But it will be a hard sell 
to the voters, so the govern- 
ment’s decision did demonstrate 
a new determination. 

As for the new mechanism for 
Takugin’s liquidation, that was a 
change from traditional means of 
rescuing distressed financial 
institutions. Usually, financially 


robust companies have been 
forced by the bureaucrats to sup- 
port the weak, effectively reward- 
ing poor management while 
penalising good. That was the 
essence of Japan’s “convoy sys- 
tem". 

This time, Takugm has simply 
gone out of business. Its profit- 
able operations on the island of 
Hokkaido will be taken over by 
North Pacific, a local rival, and 
its bad loans put into an industry 
insurance fund. Takugin's busi- 
ness on the mainland is Up for 
sale. That example, many hope, 
will prove a paradigm for dealing 
with other troubled financial 
institutions. 

But the markets’ exuberance 
may be premature. The bank- 
ruptcy of Takugin and the 
demise last month of Sanyo Secu- 
rities. Japan’s seventh-Iargest 
securities house, may not neces- 
sarily serve as a model Neither 
was part of a keiretsu - large 
groupings of companies that 


dominate much of corporate 
Japan. So far. no substantial 
company in such a keiretsu has 
been allowed to fail. If one did, 
that would be truly revolution- 
ary. 

Moreover, in spite of the Nik- 
kei’s rebound yesterday, the 
index is still down more than 20 
per cent since June and 58 per 
cent since its peak in 1990. Even 
at yesterday's close (16,283), 
much of the financial sector is 
still suffering from losses on its 
equities holdings. The invest- 
ment hank JP. Morgan estimates 
that with the index at 16,300, five 
of the top 20 banks have losses 
on their investments, as do eight 
of the top 15 life assurance 
groups. 

The Japanese financial sys- 
tem’s problems have not disap- 
peared. More than anything, it 
remains under threat from the 
dire state of the domestic econ- 
omy. Bureaucrats and politicians 
alike were expecting April's 


W hile Japanese equities 
rebounded on the news 
of the closure of Hok- 
kaido Taknshokn Bank, develop- 
ments in South Korea continue 
to send shudders through the 
international markets. 

Yesterday the Bank of Korea 
abandoned efforts to prevent the 
won falling below the 1,000 level 
to the dollar, sp arking renewed 
concern oyer the level of its for- 
eign exchange reserves and the 
possibility that it may have to 
seek help from the International 
Monetary Fund. 

Such a move would make the 
problems of Thailand. Indonesia 
and the rest of southeast Asia 
look like a sideshow. Korea has 
tiie world’s lith largest economy 
and is its 12th largest exporter, 
putting it into a different league 
from Thailand. As a mark erf its 
new-found “developed" status, 
this year it joined the Organisa- 
tion for Economic Co-operation 
and Development. 


Another won bites the dust 


At the heart of Korea’s prob- 
lem is the heavy indebtedness of 
both its banks and its major 
companies. At many companies 
debts are more than 400 per cent 
or capital. That was all right 
when the economy was growing 
fast, but now it has slowed and 
several conglomerates have col- 
lapsed under the strain. 

' This has wrought havoc in the 
banking system, where bad debts 
are estimated to be about 15 per 
cent of loans. Banks have been 
borrowing heavily to keep them- 
selves and their customers 
afloat Their loans have pushed 
up Korea’s total foreign debt 
which according to JJ*. Morgan 
win reach $125bn (£73-90bn) this 
year; J78bn of that will be with a 
maturity of one year or less. 

What has alarmed interna- 
tional markets in recent days is 


Wooagainet the doter (won per S) 
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the realisation that, with 
reserves of just $30bn. or less 
than three months’ imports, 
Korea could not repay all this 
debt if lenders refused to renew 


their credit lines. That might 
cause problems to ripple out into 
tbe international banking sys- 
tem. while a spiralling devalua- 
tion would put Korea's indus- 
trial competitors in Japan under 
strain, adding to the problems 
facing that country. 

Korean officials say the prob- 
lems have been overstated. The 
balance of payments deficit, they 
point out, will be only about 3 
per cent of gross domestic prod- 
uct this year compared with 
Thailand’s shortfall of almost 8 
per cent. The deficit is falling as 
exports rise on the back of the 
won’s depreciation. 

Reserves are higher than 
$30bn. Korean officials say, 
because tbe government has 
additional holdings of foreign 
currency with local banks. The 
IMF forecast last mouth that eco- 




B S E R V E R • 


Rudloff 


Euromarket godfather - ; - 
,Bat»TMrgRudloffisnotaman 
- io ^at ahbtd the bush, the' V / 
.'foamier ^(SnditBiilsse First 
, Bo&ob hazfker's reaction to ' 

; fN(?s bid for Banque Bruxelles 

vLafobertwas typically robust; if . 

'tbfr dfiaJgoes through he plans * - 
/Ao-bttybackBBL'sSi percent - 
stake fcoMC-BBL, the eastern 
"Eurt^poaii mvestmeifl bank he \' 
founJedtwo years ago. . : 

reaction shooM hardly \ . . 
.corae'asfa surprise.' When 
' forSkrtt set aphis new outfit - . 

; tljen caBed MC Securities - back 
;in ISSS; beinvited BBL to put up 
eapital mainly because potential 
' clients found comfort in its 
well-padded balance sheet 
- The Belgian bank was never 
^upposedto end up in conirdL 
: ATtoa due to sticky - 
■ RnsBaP httn^ te - Rudlaff was a- 
’hit miffed. 1 *! get tiffined and find 
myself in foe saxue position as I 
; was before, reporting to tbe 
' chairman; of a commercial 
hahk, >< he saiditt the time. : 
adding reassuringly. “But that is 
the offiy negative aspect to the 
deer* : • 

j-!. Now the forthright 57-year-old 
hasm b pp c rt n nitytogoitaioDg 
•again, although there are hints ' 

. that his - wwf Iwiriaam for faJwg 
’ the andisputed boss is waning. 

: 1 am not interested in status 


. any more.” he says. “I have had 
all the positions and I am now 
interested only in the busings." 
Even so, it’s hard to imagine 
, him kowtowing to anyone. . 


their hands on. Not the best 
surroundings for handing round 
tbe 


Just reward 


Flagging 


■ The British might have - 

nowhere to hang their flag in 

Berlin when the German - . . 

..government moves there in 1999. 
A prime spot a stone’s throw 

from the Brandenburg ffatq is 

reserved for a plush new British 
embassy, but there's no sign of 
any activity yet and the site is 
carpeted with weeds instead of 
deep- pile Axminster. • 

The UK chose the showcase 
project as the first overseas 
outing far itsj>riyate finance 
initiative - a complicated 
procedure for using 
private-sector money and 
expertise to design and build 
publlcsectra- projects. There 
have been wrangles about where 
private sector competences end 
and state power begins over 
such sensitive issues as security, 
while Berlin's famprf planning 
bureaucracy hasn’t helped. 

So the word on tbe stmsse is 
that Britain’s celebrations for 
the return of Germany’s capital 
to Berlin will be cobbled 
together in the embassy's 
current gloomy Berlin outpost - 
once the embassy to communist 
East Germany - or whatever 
rented offices diplomats can get 


■ Lawyers acting for US states 
against the tobacco companies 
have chalked up some notable 
victories ~ like the $H.3bn 

: settlement they won far the 

. state of Florida. But Judge 
Harold Cohen of Palm Beach 
.county court has put a 
dampener an the victory 
celebrations; he's declared that 
he won't agree the lawyers' fees. 

A little tmreasonable, you 
might fhiwk , until you discover 
that the legal eagles were 
claiming a co ntinge ncy fee of 
&8bn - they say Florida agreed 
to hand over 25 per cent of any 
settlement Judge Cohen said 
their claim amo unted to S92£93 
abhour overall- that’s $7,716 an 
hour for each of the l3 private 
lawyers involved, which the 
judge describes as “patently 
ridiculous". Florida’s officials 
and taxpayers, who had fallen 
out with their former allies over 
tbe the bQL are delighted. The 
lawyers, needless to eay, are 
appealing. 


of the Japanese economy 
without using the "R" word. 

A few weeks ago Knji Omi, 
head of the economic planning 
agency, said the Japanese 
economy wasn’t in recession but 
walking on the spot helpfully 
adding that “it is feeing forward, 
not backward”. 

One of his colleagues has now 
come up with an even more 
elaborate metaphor, he ventured 
that the economy had been 
climbing stairs too quickly, and 
had stopped on the landing for a 
rest "We can't say there’s no 
chance tbat it might just sit 
down on the landing." be said. 
"But if things come together 
then it will start climbing 
again.” 

Observer awaits an - 
announcement that the Japanese 
economy has popped out for a 
coffee and is expected back in a 
few minutes. 


Broken line 


Word search 


■ Japanese bureaucrats are 
performing verbal somersaults 
trying to describe the dire state 


■ Until yesterday. South Korean 
government and central bank 
officials promised to defend the 
won at the “Maginot Line” 
exchange rate of 1,000 to the US 
dollar. There are some parallels 
between tbe won policy and tbe 
MagLnot Line, which was built 
by the French after the first 
world war as a defence against 
Germany. It was misconceived, 
expensive and ultimately 







increase in sales tax from 3 per 
cent to 5 per cent to have some 
sort of impact. But they were 
taken aback by tbe scale of the 
downturn. Japan's gross domes- 
tic product contracted in the 
April to June quarter by 2.9 per 
cent, an annualised rate of 11.6 
per cent. 

The duration of the economic 
malaise has also been a surprise. 

Retail sales fell year on year by 
2.7 per cent in September, the 
sixth month of decline. Sales of 
personal computers, which were 
expanding 70 per cent a year in 
1995. actually fell in the quarter 
ending September. And car sales 
plunged 13 per cent last month. 

This downturn has hit com- 
pany earnings, and increased the 
bank's bad debts. But the banks 
may actually be exacerbating the 
economy's plight. A credit 
crunch may be looming. In their 
efforts to improve their balance 
sheets, banks have tightened 
credit: outstanding loans were 
down 0.4 per cent last month. 
This week the Japan Chamber of 
Commerce and Industry warned 
that more than half of its 
branches bad received com- 
plaints about banks refusing 
loans. A report published yester- 
day by Tokyo Shoko Research 
indicated that more than 1.600 
Japanese companies went bank- 
rupt in October, an increase of 15 
per cent, and the highest level in 
11 years. 

The outlook is dim. A small 
rebound in the economy is expec- 
ted when GDP data for the quar- 
ter ending in September are pub- 
lished next month. But the 
consensus forecast for the full 
year ending in March is growth 
of just 0.2 per cent. It would not 
take much - say a further deteri- 
oration in Asian economies or a 
slight slowdown in the US - for 
that figure to turn negative. 

The authorities, which until 
recently were in denial, admitted 
last week that the economy- had 
stalled. Yesterday, Larry Sum- 
mers, US deputy treasury secre- 
tary. called for rapid measures to 
stimulate Japan's economy. A 
package of measures designed to 
increase demand is due today. 
Expectations are low. but this 
government has a tradition of 
disappointing even low expecta- 
tions. In spite of the authorities’ 
ability to deal decisively with one 
bank, their willingness to tackle 
the structural problems hobbling 
the economy as a whole is still in 
doubt. 


nomic growth would recover to 
about G-5 per cent nest year from 
about 5.9 per cent this year. 

All the same, much depends on 
whether Korea can produce a 
convincing package of measures 
to stabilise its banks. The gov- 
ernment has announced a S3-5bn 
fund to buy bad debts from the 
banks and is expected to unveil 
further measures this week, 
focusing on a streamlined super- 
visory system that should help 
protect its financial institutions 
from excess. 

But the markets are getting 
impatient. With presidential 
elections looming next month, 
fierce parliamentary debate over 
banking reform and a strike at 
the central bank by workers who 
object to the new supervisory 
system. Korea is struggling to 
convince the ontside world that 
it can solve its problems on its 
own. 


Peter Montagnon 




100 years ago 


Queensland National Bank 
A good many years ago, 
before the financial crisis 
occurred in Australia, our 
financial contemporaries used 
to accuse the Financial Times 
of virulence, vituperation, 
reckless abuse and so on. 
because we did not hesitate to 
warn British investors of the 
danger involved from the 
reckless methods which were 
being followed at the other 
side of the world. The report 
which has just been 
submitted to the Queensland 
House of Assembly regarding 
the history of the Queensland 
National Bank is not pleasant 
reading, and is not rendered 
any mare palatable by foe 
fact that Mr. Drury, foe late 
general m a n ager, whose 
conduct is severely 
impeached, is dead. 


50 years ago 


Australian Bank Writ 
In a move to forestall a 
possible attempt by the 
Australian government to 
implement tbe nationalisation 
of tbe banks so quickly that it 
is too late to test the validity 
of the legislation in tbe High 
Court, eleven trading banks 
took unprecedented British 
legal action in Sydney today 
to obtain an interim 
injunction against the Bill 
before it becomes law. 
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UK could get limited 
role in new euro-forum 


By Lionel Barber in Brussels 


Britain received a signal 
yesterday that it might be 
allowed to play a limited role 
In a new and potentially pow- 
erful forum made up of 

founder-members of European 
economic and monetary nwinn. 

But France and Germany, 
the two leaders of the future 
euro-bloc, warned Britain and 
other countries likely to 
remain outside the single cur- 
rency that they had no guaran- 
teed seat at the table. 

The French and Germans 
made their views known at a 
meeting of European Union 
finance ministers in Brussels 
that sought to narrow divi- 
sions between the 11 prospec- 
tive members of the single cur- 
rency and those likely to be 
outside: Britain, Denmark, 
Greece and Sweden. 

The meeting failed to reach 
an agreement, but diplomats 
expressed confidence that a 
compromise over the new 


“euro-farum” could be reached 
In *hne for next month's EU 
s ummit in Luxembourg. 

The euro is to be launched 
in January 1999. The French 
government views the fixture 

euro-forum as a crucial politi- 
cal counterweight to the inde- 
pendent European Central 
Bank in Frankfurt and as a 
me chanis m for coordinating 
macroeconomic policy, Includ- 
ing taxation, employment and 
exchange rate policy. 

Theo Waigel, German 
finance minister, said the new 
forum for Emu-zone countries 
sh ould be informal and should 
not undercut the regular 
monthly meetings of all 15 EU 
finance ministers. He sup- 
ported Gordon Brown, the UK 
chancellor, who insis ted that 
the finance ministers’ meet- 
ings should remain the main 
body for deciding economic 
policy. However, Dominique 
Strauss-Kahn. French finance 
minister, objected to the euro- 
forum being open to non-Emu 


participants. "You cannot have 
a voice in a committee that is 
managing a currency that is 
not your own currency," Mr 
Strauss-Kahn said. He 
suggested that the UK govern- 
ment should show its good 
faith by Joining the European 
exchange rate mechanism 
ahead of its planned member- 
ship of Emu. Belgium sup- 
ported this view. 

Diplomats said a compro- 
mise would seek to blur the 
lines between those inside and 
outside the euro-zone, hut only 
If all countries, including 
Britain, gave a commitment to 
join at the earliest date possi- 
ble. Ministers agreed yesterday 
that the new euro coins and 
notes should be introduced on 
January 1 2002, rejecting the 
case for advancing the time- 
table before Christmas and the 
New Year sales. 


Spain to fight, page 4 
Euro and equities. Page 3 
US watches. Page 6 


Bank of Korea gives up 
defence of currency peg 


By John Burton In Seoul 
and SUnon Kuper ki London 


The Bank of Korea yesterday 
abandoned its attempt to hold 
the won above WonLOOO to the 
dollar. Hie Korean currency 
immediately plunged 3 per 
cent to a record low of 
Wanl008.60 against the dollar. 

Market economists said the 
won’s slide could have strong 
knock-on effects in other coun- 
tries. South Korea is the 11th 
largest economy in the world, 
about as big as the troubled 
south-east Asian countries of 
Thailand, Indonesia and Mal- 
aysia put together. 

The won’s slide sent the 
composite index of the Seoul 
bourse down A3 per cent to 
4S6JJ8. The benchmark three- 
year corporate bond rate 
climbed to 13.4 per cent, the 
highest level in 27 months. 
Most other Asian currencies 
dropped, with the Taiwanese 
dollar hitting a 10-year low 
against the US dollar. 


The won's 2.25 per cent trad- 
ing band n gains t the dollar IS 
to remain, with the mid-rate 
based on the previous day's 
trading. But many foreign 
exchange banks have set tar- 
gets for the won at WOHL200 to 
W0nl,300 against the dollar. 

Economists said the won’s 
plunge could prompt a further 
slide in the yen. already near 
five-year lows against the dol- 
lar. Korean and Japanese prod- 
ucts compete in many export 
markets and Japan sends 7 per 
cent of its exports to Korea. 

Others hurting from Korea’s 
slide include the US, which 
sends 4.4 per cent of its exports 
there, and European banks, 
cumulatively the biggest lend- 
ers to the country. 

The won has fallen by 20 per 
cent against the dollar this 
year, with more than half the 
drop coming since the begin- 
ning of October. 

The bank succeeded in stabi- 
lising the won last week by 
spending heavily in the spot 


c ur rency market But Korea's 
dwindling foreign currency 
reserves were last reported at 
$30.5hn, below the three-month 
import cover recommended by 
the International Monetary 
Fond. 

The renewed financial tur- 
moil has added urgency to the 
government's efforts to pre- 
pare a stabilisation package. 
The package, which should be 
proposed this week, is 
regarded as a “last chance” to 
restore foreign confidence. 

But the plan's promised ben- 
efits remain uncertain because 
parliament is threatening to 
block legislation calling for an 
extensive restructuring of the 
financial system. 

Banks' credit ratings are 
threatened with further down- 
grades because of their heavy 
exposure to several bankrupt 
conglomerates. 


Another won. Page 17 
Observer, Page 17 
World stocks. Page 42 


Shell and BP announce Russian ventures 


Continued from Page 1 


faction is at odds with Anatoly 
Chubais. Russia's embattled 
first deputy prime minister, 
who Is seen to be close to 
Oneximbank, the powerful 
financial and industrial group 
that owns Sidanco. 

Both Shell and BP will pur- 
chase significant minority 
shares in their partner compa- 
nies and have outlined, ambi- 
tious joint development pro- 
jects, including a big oil and 
gas field owned by Gazprom in 
western Siberia and a vast gas 


field near the Chinese border 
owned by Sidanco. 

Western markets welcomed 
news of the deals. Shell's 
shares rose 4.4 per cent, or 
V£p, to 4lfiL5p, and BP'S were 
up 4.3 per cent, or 36p, to 874p. 

The appearance of two major 
strategic investors comes at a 
welcome moment for the Rus- 
sian economy, which has been 
battered by the turmoil on 

emerging markets worldwide. 
Share prices continued to edge 
downwards yesterday. 

Shell’s alliance with Gaz- 
prom has three key elements. 


First, there is the plan to hid 
for Rosneft together with 
Lukoil, Russia's biggest oil 
company. 

Second, Shell has committed 
to invest $lfan in a convertible 
bond to be issued by Gazprom 
in early 1998. At the same time 
Gazprom will offer up to Zlbn 
worth of convertible bonds to 
institutional investors under 
identical ter ms. Finally, in the 
firat of a series of planned joint 
efforts. Shell and Gazprom 
intend to develop the Zapolar- 
noye oil and gas field in west- 
ern Siberia. 


Eletrobras 
plans to 
issue $6bn 
securitised 
bond 


By Edward Luca in London 
and Geoff Dyer In Sfto Paulo 


Eletrobrds, Brazil’s federal 
power company. Is planning to 
issue a *6bn asset-backed bond 
in what would be Latin 
America’s largest debt securi- 
tisation. 

The bond, which will 
require go ve r nm ent approval 
this week, would be used to 
reduce Etebntets’ debts to the 
Brazilian government as part 
of Brasilia's drive to tighten 
its fiscal position. 

Payments on asset-backed 
bonds are backed by fixture 
income streams such as credit 
card receivables, mo rtg ages, 
car loans or airline tickets. 
Officials at BetrobrSs say the 
utility would securitise the 
band with revenues from its 
Itafpti hydroelectric dam. 

Latin America, which is the 
most prolific emerging market 
issuer of securitised bands, 
has issued less than gSbn 
worth of securitised paper this 
year compared with more than 
giObn in 1996. Analysts, how- 
ever, expect a flood of new 
paper over the next few 
months in the wake of recent 
volatility in the conventional 
bond market, “With the mar- 
ket as volatile as this you 
would expect a big increase in 
the number of American 
[bonds linked to] fixture flows 
over the next six months.” 
said Greg Karbance, an ana- 
lyst at Duff & Phelps Credit 
Bating Agency in Chicago. 

Bankers say that Brazil, 
which has been hit by the 
recent turmoil in the euro- 
bond markets, is likely to 
resort increasingly to securit- 
ised and other asset-backed 
packages to reassure inves- 
tors. 

Brazil’s 30-year dollar bend. 
Which was issued at a spread 
of less than four percentage 
points over US Treasuries in 
June, has been hit particularly 
badly tax recent weeks. It is 
trading at a ap t end of almost 
seven percentage points over 
US Treasury bonds. Some Bra- 
zilian corporate bonds are 
trading at a spread of more 
than 10 perce n tage points - 
levels not seen since the Mexi- 
can Tequila crisis in 1994. 

Borrowers can obtain higher 
ratings from rating agencies 
by issuing securitised bonds, 
allowing them to reduce their 
costs. By issuing the bond 
through a special purpose 
vehicle, domiciled offshore, 
the borro we r can reduce the 
risk of default and risks asso- 
ciated with currency convert- 
ibility. 

Eletrobr&s is planning to 
securitise $ lObn-fUhn of the 
$l7bn debt it is owed from the 
Italpd project, which is expec- 
ted to realise the group $5bn- 
$6tm in cash os the bands are 
likely to be heavily dis- 
counted. 


FT WEATHER GUIDE 


Europe today 


The north of Scancflnavla wffl haw 
rain at times, but elsewhere It will be 
dry with sunny breaks. High 
pressure win keep northern parts of 
eastern Europe dry, but southern 
parts wffl have snow. The Low 
Countries, Germany, Austria and 
Switzerland wU be dry with some 
spells of sunshine. France win be 
wet In the west, but eastern parts 
wiO be dry with some sunshine. Rain 
in Portugal will dear to leave 
sunshine and showers. Spain will 
have outbreaks of heavy rain. 
Elsewhere in the Mediterranean, it 
will be showery, with some of the 
showers being heavy and thundery. 


Five-day forecast 

Western Europe wfll have further 
spate of rain. The Mediterranean will 
remain showery. Some of the 
showers wffl be prolonged and with 
some thunder. High pressure wffl 
keep most of Scandinavia dry, but it 
wffl become Increasingly cold. 
Eastern Europe Is IRcaky to have 
some snow flurries before the end of 
the week. 
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Kindest cut 


Japan’s decision to let Hokkaido 
Tftknshoku Bank dose Is a welcome 
sign that Tokyo will allow market 
farces to weed out feeble financial 
firms. The Japanese banking sector 
has long been debilitated by overca- 
pacity and weak balance sheets. 
The previous method of dealing 
with stricken institutions - arm- 
twisting other hqwips to t a ke thom 
over - merely transferred the prob- 
lem to slightly more solid ones. 
Very little capacity was cut 'With 
Hokkaido Takushoku, the mecha- 
nism is more promising. North 
Pacific Bank, which is taking over 
its good assets, seems to be under 
no compulsion to take on its 
employees and branches as welL 

That said. Japan's banks are not 
out of the woods. More cute will be 
needed if the sector is to make half- 
decent profits. Other big banks may 
also go under. Though none looks 
as troubled as Hokkaido Taku- 
shokn, counterparties will be w a r y 
now they realise Tokyo Is prepared 
to let one of its top 20 banks close. 
That, in turn, could tip the weakest 
over the cliff - especially if yester- 
day's bounce in the stock market is 
reversed, as Japan's h anks count a 
proportion of unrealised equity 
profits towards their capital ratios. 

It is also doubtful whether the 
mechanism used to dw»i with Hok- 
kaido Takushoku's bad loans - 
transferring them to the industry- 
backed Deposit Insurance Corpora- 
tion - could be used if the crisis 
spread as the DIC*s own funds are 
low. 

Either the government would 
have to ixgect capita] of its own, 
which could be politically tricky, or 
the surviving hanks would have to 
pay bigger premiums, shifting tham 
closer to the edge. 


FTSE Eurotop 300 index: 

917.6 (- 25 . 0 ) 


Japanese banks 
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turn Asia’s problems to their advan- 
tage. The dire straits of financial 
institutions throughout the regie® 
will at least provide fodder for 
restructuring business. And Zurich 
Group's purchase of a stake in Pere- 
grine, the regional investment 
bank, is a sign that long-desired 
acquisitions could come cheaply. 

In reality, any decision to retreat 
will probably be shaped mainly by 
domestic considerations. As long as 
the US market continues to drive 
strong ewmtag H, Wall Street firms 
will be able to keep their foothold 
in Asia without distressing sensi- 
tive shareholders. But If the US 
ftnanrial machine finally starts to 
stall, those still unpacked boxes in 
penthouse apartments, in Hong 
Kong’s Peak will probably be 
shipped back again. 


ahead of a European Commission 
decision on its alliance with Ameri- 
can Airlines. Competitive advan- 
tages for Blue Sky through cheaper 
borrowing and purchasing of fuel, 
aircraft and training will doubtless 
be probed closely. 

Fear too of deteriorating labour 
relations explains the decision to 
allow the unionisation of Blue Sky, 
in contrast to other low-cost earn- 
ers. Higher wage costs may can- 
strain profits. 

But at least by insisting Blue Sky 
operates as a separate business 
with its own name, management 
nnd employees, British Airways is 
for now Intent on protecting the 
^in brand. The damage done to 
Mercedes-Benz by the failed launch 
of its downmarket smaller cor 
shows that 'any temptation to link 
the brands should be resisted. 


Investment banks 


US investment banks may be 
rethinking their expensive build-up 


in Asia. Thanks to the region's eco- 
nomic diffi railttefi, the prospect of 
growing mergers and acqrdsitions 
activity - or even a healthy flow of 
equity issuance - has receded. Any 
scaling back by US firms would not 
be the first. Goldman Sachs, far 
example, retrenched in 1994. then 
admitted it bad gone too far and 
hag been building rapidly thfa year. 
While paying expensive expatriates 
to twiddle their thumbs is no recipe 
for success, the reward for those 
who stay the course could be the 
genuinely global reach to which so 
many aspire. 

The fleet of foot may be able to 


British Airways 

Despite plans to launch its awn 
norfrHZs airline, it is stifl unclear 
how committed British Airways is 
to tackKhg the threat from budget 

airiinnB. 

Operation "Blue Sky” looks too 
small, with only 150 employees 
expected, to challenge established 
operators. With the likes of 
Ryanair, Debonair and EasyJet put- 
ting British Airways’ premium 
prices under pressure, investors 
should expect a more decisive 
response. Furthermore, given that 
it has missed out an the develop- 
ment of the intra-UK budget mar- 
ket, Blue Sky will need deep pock- 
ets and real drive if it is to be at the 
forefront of developments on a 
European level. 

Brit i sh Airways' timidity is partly 
perhaps the product of its fear of 
unfavourable regulatory attention 


United Biscuits 

Sometimes retreats can seem glo- 
rious. This is what has happened 
with United Biscuits’ latest 
retrenchment It deserves applause 
for obtaining more than 30 times 
operating profits for underperform- 
ing snack businesses. It is also wel- 
come news- tljat nearly two thirds of 
the proceeds, will be returned to 
shareholders. Mot only is the 
ghririkag p gamings enhancing but 
it also soothes investors who have 
seen the shares underperform the 
market by nearly TO per cent over 
five years. 

It is a bit sad, however, that 
United Biscuits did not make more 
of its number one position in the 
Australian snack market. It has 
ended up having to admit, as it did 
with the sale of Keebler in the US 
in 1995, that it does not have the 
financial or management capacity 
to run a far-flung business. It now 
has to prove that it can not. only 
defend Its remaining businesses 
robustly but expand them. 

Through the years of overstretch, 
core brands like McVitie’s biscuits 
suffered from a lack of investment 
This has recently been reversed, 
but it is too early to be sure 
whether product launches, such as 
the Go Ahead diet brand, will bear 
fruit The company can also afford 
to start buying again. But pushing 
biscuits to selected parts of the 
globe will require the management 
to show a dramatic improvement in 
its acquisition form. Investors will 
be watching the shopping list like 
hawks. If they are not convinced, 
they should demand a further 
return of cash. 
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Quickening economic growth and record 
unemployment go_ hand in hand in a nation 
unsure of how to adjust to a rapidly 
changing world. Peter Norman reports 

Calm cloaks a 
sense of unease 


Germany presents a picture 
of peculiar contrasts. Quick- 
ening economic growth, and 
record unemployment, go 
band in hand, as do booming 
exports and depressed 
domestic demand. 

While politics are charac- 
terised by legislative grid- 
lock to Bonn, industry and 
businesses are restructuring 
aggressively and forging 
new alliances to meet the' 
challen g es of globalisation 
and the earn. 

Stratus are manifest and 
yet there has been no rati 
crisis. The 45m unemployed 
do not protest in the streets. 
Nor do the long-suffering 
members of. the creaking 
pay-as-you-go state pension 
sys tem despite rising contri- 
butions for those in work 
and the prospect of reduced 
benefits far those retired. 

But the prevailing calm 
cloaks a palpable sense of 
unease. This has been, articu- 
lated above all by Roman 
Herzog, the nation's presi- 
dent, who in April called far 
a “shock” to run through the 
land to prepare it for the 
next millennium- “What is 
wrong with our country?*, 
he asked. “Tbs loss of eco- 
nomic dy namism, the ossifi- 
cation of society, an incredi- 
ble mental depression”, was 
his reply. 

It is against the back- 
ground of a nation unsure of 
how to change that Helmut 
Kohl, the chancellor, will 
seek re-election for. a fifth 
. Mwwwitiw term on Septem- 
ber 37 next year. 

MV TTnhl him htim tn nfflap 

so long that nmny first’ time 
voters will have no recofleo- 
tton of. a* Bom- government 


other than the three-party 
coalition of his Christian. 
Democratic Unkxx,toe Chris- 
tian Social Union (its Bavar- 
ian sister party) and the 
small Free Democrat party. . 

Mr Kohl so occupies the 
middle ground of German 
polftics that voters may find 
tt difficult to 
between the CDtJ and. its 
main oppos i tion rivals,, the 
Social Democratic and Green 
parties. The task of differen- 
tiation wiD be even adore dif- 
ficult if and whan Wolfgang 
SchflnMe, Mr Kohl's crown 
prince, takes over. . 

True, the contrast will be 
a li ttle s harper ff next April 
the SPD chases its leftdean- 
ing leader Oskar t ji fo n hHn» l 
prime minister of Saarland, 
rather than Gerhard Schrb- 
der, the popular and populist 
pro-business prime ahkhr 
of Lower Saxony, to stand 
against Mr Kohl for the 
office ofchaaceflor. 

But Mr Kohl’s calculation 
is that the electorate win not 
want to&ce too many uncer- 
tainties. He sees trump 
card as the euro, the single - 
European c u rrency which Is 
due to begin displacing the 
D-Mark three months after 
the ptdL The coahtUm strat- 
egy centres on the belief that 
the electorate will stand only 
bo much: change: flat while 
accepting the- loss of the 
DMark. the symbol of Ger- 
many's post-war fwwMpfc 
success, they wiQ not want 
toloseMrKdhL .' 

The record of Mr Kohl's 15 
years In is Qs 
greatest - triumph - unifica- 
tion -■ Jfes more than seven 
years in the past 
- - stnoB thfin* the- m*» who* 


came to power in October 
1982 promising a “t u rn- 
r oun d** m economic policies 
away Aram the state inter- 
vention and deficit spending 
of the previous SPD-FDP 
a dndPfaWMti pp p n w Hwi 
iw w record impfnpTn y nHffltj 
Bftftr in g pobhc indebtedness 
and a government 
heavy weather of moderni- 
sing the economy and 
refosuifagthe welfare state. 

Hardy have the praoceo- 
patlona of Germany's politi- 
cal class seemed less rele- 
vant to tiie papulation at 
large. If opinion polls are to 
be believed. Mr Kohl’s fre- 
quent struggles to preserve 
his flnaHfinw l the manoeu- 
VtingS Of toe I' ypw d tfcm «m«l 
its blocking ctf legislation in 
tiie Btmdesrat, the second 
chamber of Hmm parlia- 
ment controlled by SPDgov- 
emed nhita^ wnd their 
in declining respect fix- poli- 
ticfams of all parties. 

Whether or not Mr Kohl 
wins the' election. there is a 
gro w ing sense that the era 
he fra* wy i* to symbolise is 
drawi n g to a close and Ger- 
many must face up to new 
uncertainties in a world 
mad* more complex by glo- 
balisation ynri the e m u. 

There is. a fracturing of 
established structures such 
as the wage cartel between 
the employers' federations 
and trade unfona which is 
rnirtpr inc reasing strain as 
r raripwniim and local mho 
branches cut d eals to main- 
tain jobs. •• 

There are growing divi- 
sfams in sodety, particularly 
between western Germany 
and ttejfonua? cmrnnnrist 



Few “Wessies” visit the 
new Under. Moreover, the 
flow of public funds to the 
east is slowing, reflecting 
tax pa y er fatigue after trans- 
fers of DHLOOObn over the 
past seven years. Economic 
growth in the east is now 
slower then in the west 
while unemployment is 
twice the western level and 
expected to affect nearly one 
in five of the east German 
labour force ruyT * year. 

Germany must come to 
terms with relative decline, 
a pheno menon apparent to 
the ordinary rit fo y i through 
such symptoms of public 
penury as the unlit high- 
ways of Beam end the graf- 
fiti and dirt of the Frankfurt 
suburban railway system. 

Yet there is no support far 
radical change. All t he 
political parties share one 
goal: preserving as far as 
possible the social market 
economy - Germany's own 
brand of capitalist society in 
which state payme n ts and 
tr an sfe rs -account for nearly 


50 per cent of GDP and in 
which a generous welfare 
state preserves the citizen 
from want from cradle to 
grave. 

The welfare system is 
being pressured as never 
before as it tries to cope with 
the burdens heaped upon it 
by German unification and 
the challenges of globalisa- 
tion and the euro. 

Glo balisa tion ««d technol- 
ogy are undermining the tra- 
ditional employment struc- 
tures which since Bis- 
marck’s day, more than 100 
years ago, have underpinned 
the welfare st em. FuD-time 
employment is being 
replaced by less formal 
arrangements, including 
self-employment, part-time 
work, raanai labour the 
Mack economy. 

According to Meinhard 
Miegel, head of tftp Bonn- 
based Institute far Economy 
and Society (TWG), there 
were five fall time employ- 
ees paying social security 
contributions for every one 


less formal worker outside 
-the net in the early 1970s. 
That ratio has shrunk to two 
to one today and will be one 
to one in 15 years time. 

The euro, hailed by Mr 
KdU as a guarantor of peace 
and freedom and welcomed 
enthusiastically by big 
hanlrg mwi businesses as an 
opportunity for more sales 
and profits, win pose its own 
special challenge. 

Despite weak tax reve- 
nues, Germany expects to 
meet the economic conver- 
gence criteria needed to be 
one rf toe first wave of mem- 
bers of the economic and 
monetary imfon from 1999. 

But toe rigidities in Ger- 
man society and the reluo- 
tn embrace change beg 
the question whether the 
nation will be flexible 
enough to cope with the 
fai rpwt wi transparency |m ^ 
competition that the euro 
win bring. 

Mr Schfluble sees toe euro 
-as' an in stru ment that will 
facilitate much-needed struc- 


tural reforms. Warning that 
there is a “hell of a lot to 
do”, Hans TTetmeyer, the 
Bundesbank president, says: 
“We have to make sure of 
our tax revenue base over 
the long term. We have to 
make sure that we are flexi- 
ble and dynamic and not Just 
in the export sector. We 
have to have more flexible 
labour markets." 

However, it is never wise 
to write off Germany. Time 
and again, the country has 
demonstrated its resilience. 
Twelve months ago, few 
would have guessed that eco- 
nomic growth this year 
would be as stremgas 25 per- 
cent or that 8 per cent 
growth next year appeared a 
realistic possibility. 

Business is d pnmnslm ting 
that Germany is capable of ’ 
change The big question is 
whether the political class 
find the population can also 
adjust to a rapidly changing 
world while maintaining 
Germany's enviable record 
of social stability. . 


Bl TIBS SURVEY 

Fafitical parties: CDU, 
SPD.FOP ... . Page 2 

The Greens; Profile of Theo 
W^jat The economy 

• Pages 


r ‘World of woric Proffe of ' 
Hubertus SchmoWh 
, Privatisation; . Page 4 

- P anatane; E ducatio n Paige 5 

: TalecorrntunicatioR&;. . 
Profile at Utf BoWa;- 
: Cbemteafe Industry Page 6 

' Barking; Motor industry . 


tngmenng , 

?:• :-.paqa s 

Mafia; PitiSte of Thomas 
Interview wWi 

;<3erf»r4CrornB» . Pages 
BedhjEmtarnGerriwny 

. PagelO 


‘fhnr rfcuilllnx- '■ rYHrw- 

; <rvDaucDpn won 


He was given antibiotics to combat his infection. 
But suddenly they stopped working. 


"Why? Because the disease- 


PfltKngwic Tiflve an amawng 

ability to adapt -either destroy i ng 
buniHar antibiotics or building 
highly electro protective walls 
a gains t them . 

Developing new 
antibiotics to fight 
resistant bacteria. 
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Crown Prince WoHgang Schfiubte (right} and the new generation of “young wBd ones" - Ole von Beust, Roland Koch, Peter MQSer and Christian Whiff 


CHRISTIAN DEMOCRATIC UNION • by Peter Norman 


The Union needs new ideas 


Bonn coalition's 
dominant parties 
face pressure to 
change ahead of 
the post-Kohl era 


For Matthias Wissmann. 
transport minister, and, at 
48. one of the younger Bonn 
cabinet members, the Chris- 
tian Democratic Union 
headed by Helmut Kohl and 
the Christian Social Union, 
its Bavarian sister, are a 
phenomenon. Known collec- 
tively as “the Union", they 
dominate the three-party 
coalition government in 
Bonn and constitute “the 
one mass party in Europe 
that has successfully come 
through the post-war period 
and which still commands 40 
per cent support". 

The Jonge Union, the 
youth w<ng of CDU and CSU, 
is less enthused. It believes 
the Union is living an past 
successes and need to finds 
new directions into the 21st 
century. At last month's 
annual CDU congress in 
Leipzig, the Junge Union 
demanded a sharper profile 
for its parent parties. It com- 
plained that the small Free 
Democrat party, the third 
member of the Bonn coali- 
tion, had too much influence 
over government policy and 


that the CDU was losing 
ground to the opposition in 
such "classic” policy areas 
as sound finance, deregu- 
lation, education and the 
support of medium-sized 
businesses. 

There is some truth in 
both viewpoints. The Leipzig 
meeting showed the CDU is 
still a formidably disciplined 
political organisation after 
15 years heading the ruling 
coalition in Bonn and after 
24 years of Mr Kohl’s leader- 
ship. But the enthusiastic 
applause given to the for- 
ward looking, policy ori- 
ented speech of Wolfgang 
Schfluble, leader of the CDU 
and CSU MPs in the Bundes- 
tag, indicated a strong desire 
for new ideas to take the 
party into the post-Kohl era. 

To some extent Mr Kohl, 
who will be 68 in September 
1998 when seeking a fifth 
consecutive term as chancel- 
lor, acknowledged this wish 
when he told German televi- 
sion that he would Uke to 
see Mr ScMuble, 55, as chan- 
cellor "some day”. But the 
subsequent clarification that 
Mr Kohl expected to run the 
Bonn government until 2002 
if he won next September’s 
general election took some 
of the lustre off Mr Schdu- 
ble’s nomination as “crown 
prince” and showed how the 
change of generations will 


be no easy matter in the cen- 
trist Union parties. 

The outward calm culti- 
vated by the CDU conceals a 
host of worries. There is the 
position of Mr Kohl, still 
dominant in the party, but 
showing his age with 
increasing frequency and 
lagging in the opinion polls. 
There is uncertainty 
whether Mr Schfluble, 
despite his ability, can suc- 
cessfully lead the party and 
government because he has 
been confined to a wheel- 
chair since an assassination 
attempt in 1990. 

In addition, Mr SchSuble's 
promotion to chancellor-in- 
waitlng revived strains in 
the partnership between the 
CDU and CSU. These were 
especially acute during the 
summer when Theo Waigel, 
finance minister and CSU 
leader, voiced his concern 
with the state of the govern- 
ment and upset the chancel- 
lor and Bonn coalition by 
railing for a cabinet reshuf- 
fle. 

That row was settled in 
September when Mr Waigel 
backed down. Far the Bavar- 
ian leader, it was a consola- 
tion to know Mr Kohl was 
still in charge because he 
would never lead the CDU 
into coalition with the main 
opposition Social Democratic 
party. Mr Kohl's abiding 


preference for a coalition of 
CDU/CSU and the small Free 
Democrat Party has given 
the CSU, with a phakm* of 
50 MPS in Bonn, an influence 
that goes for beyond that of 
a regional party which at the 
last election netted 7.3 per 
cent of the national vote. 

Mr Schftuble's position is 
more ambivalent He could 
expect to play a leading role 
in a CDU/SPD cabinet and 
might even be chancellor if 
his own party emerged with 
the biggest single block of 
MPs from the general elec- 
tion. Such a “grand coali- 
tion” of Germany’s two big- 
gest political parties would 

threaten tO marglrialicg fhft 

CSU. 

On the eve of the Leipzig 
meeting, Mr SchHuble wiada 
clear that he would not 
strive far a grand coalition 
with the SPD and that such 
a government would be 
“wrong” for Germany. But 
conscious of the weakness of 
the FDP, which could foil to 
re-enter the Bundestag if it 
repeats its recent Hamburg 
state election performance in 
next year’s nationwide pall, 
he admitted that a grand 
coalition could happen and 
that “if it happens, the world 
will not go under”. 

In his address to the con- 
gress, Mr SchAuble also went 
out of his way to stress the 


Dealing effectively with the accelerating 
pace of change in European markets has 
become one of the major challenges of 
our time. Although change often leads to 


on a European scale, DGZ serves a select, 
demanding clientele of corporations and 
financial institutions as well as govern- 
ments and government agencies. 


GDlTs interest in environ- 
mental issues, usually 
regarded as the preserve of 
the Greens. 

The political challenge fac- 
ing Mr Kohl is to persuade 
the electorate that the CDU 
and. with it, the Bonn coali- 
tion, are best qualified to 
handle the pressures of glo- 
balisation and the introduc- 
tion of the European single 
currency. 

Adapting to economic and 
social change is not easy for 
CDU or CSU. As broad basal 
“peoples' parties”, they must 
always balance the interests 
of a wide spectrum of Ger- 
man society. 

The government officials, 
small business people and 
office workers who make up 
more than 60 per cent of the 
CDlTs 636.000 members have 
much to lose In a fast chang- 
ing world. Mr Kohl’s, party is 
also growing old, with an 
average age of 54. 

On the other hand, Mr 
Schduble’s new status as 
chance Ilor -ln-waiting could 
give the party greater appeal 
by conveying a message of 
stability and change in an 
uncertain world. The CDU 
has also nurtured a genera- 
tion of younger politicians, 
aged around 40, who are 
gaining experience as oppo- 
sition leaders at state level 
The so-called “young wild 
ones” include Ole von Beust 
in Hamburg; Roland Koch In 
Hesse; Peter Mftlfer in Saar- 
land and Christian Wulff, 
who will challenge Gerhard 
Schrfider, a possible SPD 
chancellor candidate, for the 
premiership of Lower Sax- 
ony in the state election on 
March L 

Although sometimes criti- 
cal of Mr Kohl and impatient 
with the compromises farced 
on the CDU by its FDP coali- 
tion partner in Boon, the 
young wild ones have buck- 
led down and pledged their 
loyalty for 10 months of cam- 
paigning that will include 
state elections in Saxony 
Anhalt. Bavaria and Meck- 
lenburg Vorpommem, as 
well in Lower Saxony and at 


QUALITY RESOURCES 
FOR CHANGING MARKETS 


dramatic shifts in priorities and ways 
of conducting business, new problems 
caused by change invariably spawn new 
opportunities -requiring the strength and 
resourcefulness of the financial community. 

That's where Deutsche Girozentrale 
- Deutsche Kommunalbank - comes in. 
DGZ is a central institution of Germany's 
Savings Banks Organization, the country^ 
largest banking sector. Backed by sub- 
stantial resources plus proven knowhow 


The bank's service potential covers a 
broad range of wholesale commercial and 
investment banking capabilities, induding 
syndicated fund-raising operations. More- 
over, DGZ provides the full spectrum of 
Eurobanking services through branches 
in Berlin and Luxembourg as well as a 
subsidiary in Luxembourg. 

If you are looking for a banking partner 
with quality resources for changing mar- 
kets in Europe, have a talk with DGZ. 


federal level 

These younger politicians 
mark out the CDU from the 
SPD, whose leading figures 
are almost entirely drawn 
from the generation that 
rose to prominence in the 
aftermath of the 1968 student 
disturbances. 

The CDU wffl build next 
year’s general election cam- 
paign around Mr Kohl and 
Mr Sch&uble. If that foils, it 
can at least start planning 
for the next century when 
today's young wild ones wlQ 
form a new generation of 
leaders. 



SOCIAL DEMOCRATIC PARTY • by Ralph Atkins 


Countdown to the 




elections has begun 

_ . ..j « Wirli hark H 


Although the 
battle fines are 
being drawn, 
the contest is 
far from won 


Germany’s opposition Social 
Democrats have started the 
countdown. 

Every time Helmut Kohl, 
the chancellor, sweeps in his 
motor cavalcade from the 
chancellor's office to bis 
Christian Democratic 
Union's party headquarters 
he has to pass the SPD’s new 
“campaign centre". On top 
of the otherwise -modest 
office block along Bonn’s 
main highway, is a Tianan- 
men Square-style digital 
flpyk, reinntfrif r the minutes 
until the federal elections 
next September 27. 

The centre, equipped with 
computer intranet links to 
352 SPD offices across Ger- 
many, is the most visible 
manifestation of the party's 
electoral preparations. Mod- 
elled an the UK Labour par- 
ty’s “war room”, the cam- 
paign centre is intended to 
Improve party discipline, 
speed response times and 
ensure political themes are 
presented effectively. 

Behind the scenes, those 
messages and themes are 
being honed. Oskar Lafon- 
taine. party leader. Is over- 
seeing attempts to mesh tra- 
ditional SPD concern over 
social justice with modem 
themes such as innovation 
and fiscal rectitude. 

But although the battle 
lines are being drawn, the 
contest is far from won. 
Despite Mr Kohl's difficulties 
over the past year in imple- 
menting reform and prevent- 
ing remorseless rises in 
unemployment, the SPD has 
not yet struck a convincing 
lead over its main rival. 
Although its campaign cen- 
tre might be comparable to 
that of the UK Labour party, 
its prospects, less than a 
year before the election, of 
defeating the incumbent gov- 
ernment are certainly not. 
The SPD is still seeking from 
voters what Franz Mflntefer- 
inff, general secretary, 
describes as a “perspective 
change”. 

Opinion polls put the CDU 
and its Bavarian Christian' 
Social Union sister party on 
about 3888 per cent of the 
vote The SPD is only a few 
percentage points higher, 
which - if the election were 
held immediately - would 
leave the party at least reli- 
ant on the Greens winning 
sufficient votes to create a 
coalition with a workable 
majority. Worse, the SPD's 
best chance might lie in a 
"grand coalition" with mem- 


bers of Mr Kohl's CDU. 

A possible omen was Sep- 
tember's elections in SPD- 
controlled Hamburg when 
the party suffered its worst 
result in the city state since 
the second world war, forc- 
ing Henning Voscherau. 
hitherto regarded as a future 
federal finance minister, to 
r es i g n as Hamburg's mayor. 

Why has the SPD found 
the going so tough? Part of 
the SPD’s problems are 
caused by a political system 
that involves all the m ain 
parties in decision-ma k i n g - 
weiring difficult the task of 
carving a separate identity. 
Although the CDU/CSU is in 
government at federal level, 
the SPD controls a majority 
of the 16 federal states. That 
TnftflTia it not only is Involved 
in r unning state govern- 
ments, it also has control of 
the Bundesrat, or second 
chamber of parliament rep- 
resenting the states. 

With much of the govern- 
ment's reform programme 
requiring Bundesrat 
approval, the SPD has been, 
linked with the failure to 
address Germany's struc- 
tural problems. In particular, 
the SPD has blocked plans to 
overhaul the country's com- 
plex and unfair tax system. 
That has left it prone to the 
camp voter ftiwirhan trnpnt 
which has hit the ruling 
Christian Democratic /Chris- 
tian Social union. 

At the same time, the 
strength of federalism and 
the proportional representa- 
tion system mean the party 
has not been able to rely on 
importing electoral tactics 
which were successful in the 
OK. For instance, the Ger- 
man electoral system means 
it is pointless targeting par- 
ticular seats because results 
are evened out overall. Fed- 
eralism requires tailoring 
campaigns to match regional 
interests and also to take 
into account a calendar of 
state elections ahead of the 
federal contest. 

The SPD has faced other 
obstacles. Most obvious, it 
has yet to choose its chancel- 
lor candidate. It wED not be 
clear until next Spring 
whether Mr Lafontalne, the 
prime minister of Saarland 
and the SPD's unsuccessful 
candidate in the 1990 elec- 
tions. will take on the chal- 
lenge himself or make way 
for Gerhard Schrfider, the 
charismatic SPD prime min - 
ista- of Lower Saxony. 

The decision to wait has 
advantages. Mr M&ntefermg, 
party secretary, says it 
leaves Mr Kohl unsure who 
to target and offers a chance 
for the SPD to display some 
evidence of team work - not 
always a strong paint in the 
past “They [Lafontalne and 


Schrfider] are back to back. 
Nobody can put a knifo in. 
And the chancellor doesn’t 
Know which one to go for, 
he says. 

Waiting also allows Mr 
Schrfider to test his electoral 
support He has said that he 
will not stand for chancellor 
if his share of the vote slips 
more than two percentage 
points in state elections in 
Lower Saxony nest March. 
Had he been selected as 
chancellor candidate before- 
hand. a poor Lower Saxony 
result might have under- 
mined his run for the chan- 
cellorship. 

But without a clear leader, 
the honing of political mes- 
sages has not proceeded as 
fast as might otherwise have 
been possible. Despite, their 
display of unity, there are 
clear differences between Mr 
Schrfider and Mr Lafontaine. 
The former has long sought 
to portray himself as a 
friend of business and inno- 
vation, making high-profile 
trips in the past year to the 
US and to visit Tony Blair, 
the UK’s Labour prime min- 
ister. But he has weak- 
nesses. Mr Schrfider has cast 
himself as a sceptic on the 
planned European single 
currency, leaving himself at 
odds not only with much of 
his party but also with the 
Euro-supporting Green 
party, possible allies in a 

coalition government. 

For his part, Mr Lafon- 
taine has won admiration for 
imposing a greater sense of 
discipline across the party. 
He has also begun setting 
out f undamentals for an eco- 
nomic and financial pro- 
gramme based on restraint 
rather than on high spend- 
ing. He has put some empha- 
sis on social benefit reforms 
which promote self-responsi- 
bility and which encourage 
recipients back into the 
labour market. 

But - in stark contrast to 
the UK labour party - Mr 
Lafontaine has alienated 
business with an emphati- 
cally leftist agenda. After he 
sank the government’s tax 
reforms, Hans-Olaf Henkel, 
president of the German 
industry association, com- 
plained that “an old ideologi- 
cal fear of the markets" still 
haunted the SPD. Subse- 
quently, Mr Lafontaine has 
also sided with unions to 
advocate the end of wage 
restraint, arguing that the 
resulting Increase in domes- 
tic demand would help boost 
employment. 

No matter how effective 
the party’s campaign 
machinery, the impression 
remains that the SPD's 
attachment to its traditional 
socialist past is obscuring 
modernist aspirations. 



Oskar La f ontaine! atenated burinew with an empfi a ticaliy leftist agenda 


FREE DEMOCRATIC PARTY • by Ralph Atkins, in Bonn 


The thorn in Kohl's side 


the FDP’s 
fortunes have 
fallen to the point 
where it faces 
political oblivion 


DGZ ~ the small team with big resources 
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The liberal-orientated Free 
Democratic Party might 
finally be about to face life 
in the cold after playing a 
pivotal role to German gov- 
ernments, with few interrup- 
tions, since the second world 
war. 

It bas not been a good year 
for the FDP, junior party in 
the governing coalition of 
Helmut Kohl, the chan c ellor. 
The collapse of government 
tax and pension reform 
plans has reflected badly on 
a party which sets sweeping 
economic reform as its most 
important priority. 

It has became cast as the 
thorn in Mr Kohl's side, 
challenging the orthodoxy to 
his coalition on a range of 
issues from specific tax cuts 
to compulsory military ser- 
vice, to dual nationality for 
German-bom children of for- 
eigners. 

It is increasingly probable 


that next September’s elec- 
tion will lead to a significant 
political realignment. Polls 
suggest Mr Kohl's Christian 
Democxatic/Christlan Social 
Union might not be able to 
muster a majority, even with 
the support of the FDP. 

A coalition of the opposi- 
tion Social Democrats and 
the Greens is unlikely to 
offer a home for the free 
market party. Nor would a 
“grand coalition” of Social 
Democrats and the CDU / 
CSU. 

Worse, the FDP could well 

fall below the 5 per cent 
threshold ' needed to win 
seats in the Bundestag, or 
lower house to parliament 

Why have the party's for- 
tunes fallen to the point 
where it stares at political 
oblivion? In part, it is 
because the FDP perhaps 
articulates unpopular truths 
about the need for reform 
with a hrashness that upsets 
traditional German conser- 
vatism: "The future capabil- 
ity of our country demands a 
Liberal, freedom-orientated 
party. The weakness of the 
FDP has become a weakness 
of the system," says Rainer 


Brflderle. deputy federal 
chahman 

The party's sometimes 
“preppy" image. - Guido 
Westerwelle, the trendy- 
dressing general secretary, is 
just 35 - does not help. The 
FDP also suffers from a rela- 
tively weak hand to the cabi- 
net Klaus Kinkel, former 
party leads:, attracts a fol- 
lowing as foreign minister 
and has a high profile. ’ 

But Mr Kohl dominates on 
-the biggest issues. And the 
most important aspect of 
Germany's foreign policy - 
the deepening of economic 
links within the European 
Union - is driven mare by 
Theo Waigel, the finance 
minister. 

Meanwhile, -GQnter 
Rexrodt, economics minister, 
hardly exemplifies fibo-alism 
at work as head of a 
department which is still 
largely defined by its 
responsibilities overseeing 
state subsidies across 
Germany. 

A more fundamental 
weakness of the FDP is that 
the party has no clear-cut 
role. True, It acts almost as 
the free market conscience 


of Mr Kohl's Christian 
coalition. But Mr Waigel, 
leader of the Bavarian 
Christian Social Union, and 
Wolfgang Schauble, CDU 
P a riiamGntary leader, are as 
zealous about economic 
reform. 

The FDP does not have the 
same sense of purpose as 
during the heyday or 
Hans-Dietrlch Genscher, the 
FDP's former chairman and 
Gennan foreign minister 
between 1974 and 1992. Mr 
Genscher was crucial in 
foreseeing how Mikhail 
Goriachev's “new thinking* 
in Moscow could bring an 
end to the cold war. He was 
also instrumental in the 
eventual unification of 
Germany. 

The FDP now fa left 
focused on a liberal, 
domestic agenda where 
there are few places to be 
c lai med In the history books, 
would a period out of office 
be fatal? Probably not if the 
party remained in the 
Bundestag. But if the FDP 
slipped from view at the 
federal level, the task of 
redefining its purpose would 
be greater still. 
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THE OglgHS • by Ralph Atkins in Bonn 

Kingmakers in waiting 


Prospects for the 
environmental 
party have been 
brightening 
markedly 

Could toe Carman Greens be 
on toe brink of entering toe 
federal government? 

The changing political 
kaleidoscope to Bonn has 
seen the prospects tor the 
environmental party bright* 
entog markedly. The Greens, 
with support to opinion pdlla 
running at about JO per cent, 
could weB be kingmakers to 
coalition talks after neat 
September's federal elec* 
tions. 

In pari, its enhan o nd pros* 
poets are due to circum* 
stances. Neither toe Social 
Democratic Party nor toe 
Christian Demoorattc/Chris* 
tom Social Union fed by Hel- 
mut Kohl, toe chancellor, 
have a clear lead, The weak- 
ness of the Free Democrats 
would leave both the main 
panics looking tor alterna- 
tive government partners. 


But toe Groans have also 
generated success tor them' 
selves, Joscbka Fischer, toe 
highest profile of toe Greens' 
feeders, is a popular poKti- 
dan with a canny knack of 
articulating the Zeitgeist, 
rather than predictable oppo- 
sition mantras. 

Mr Fischer's parliamen- 
tary speeches predicting tbe 
Wagnerian twilight of Mi 
Kohl's feflTforfthto have been 
among the most wounding 
tor the c h a ncellor . But Mr 
Fischer Is also a passionate 
supporter of the planned sto- 
gie currency * which puts 
him at odds with toe mere* 
sceptical Gerhard Schroder, 
prime minister of Lower Sax- 
any and likely SPO candi- 
date tor chancellor, 

The Greens can also be 
modernist, for instance, 
embracing ideas about 
updating traditional German 
decision-making between 
workers and employers to 
take account of a nascent 
shareholder culture. Tbe 
party has even won tributes 
from bustorea tor toe strides 
it has made towards updat- 


ing its economic and flatus- 
rial pbUcfee. 

An atta c h ment to ideas of 
individualism and decentral- 
isation leaves open tbe possi- 
bility of not only a govern- 
ment coalition with toe SPD 
- toe implicitly stated aim of 
both the Greens and SPD - 
but conceivably with Mr 
Kohl’s CDU, Inde ed, the idea 
of a •^lack-green" alliance 
with the CDU has gained 
currency following a mark- 
edly envfrp nroen ta lte borton* 
tated speech by Wolfgang 
Sahftuhle, CDU parliamen- 
tary leader, at his party's 
conference in October. 

Nevertheless toe Green 
party is far from invincible. 
Its performance in state gov- 
ernment fe mixed - punctu- 
ated in North Rhine West- 
phalia, for instance, by 
ac rimonio us rows with the 
SPD over energy policy, 

At federal level, mean- 
while, Greens have become 
embroiled in a damaging 
row over initial drafts of the 
election manifesto, scripted 
by the fundamentalist wing, 
which proposed, inter alia. 


massive petrol taxes, drastic 
cuts in toe armed farces and 
the abolition of toe Nate 
defence pact. 

The rasssertion of funda- 
mentalism has not helped 
endear toe Greens to possi- 
ble coalition partners, rais- 
ing alarm balls within the 
SDP. “We’re not drawing up 
a coa lition programme that 
suite the SPD," says Jurgen 
Trittin, party spo k e sman . 

Mr Fischer has expressed 
exasperation; H It can’t be 
right that so dose to toe 
heat of the election battle we 
fen back into bad dd hab- 
its". But toe dispute has 
threatened to dominate the 
run up to next September's 
federal election. 

Herald Handel, press 
spokesman, said an open 
debate and radical ideas Is 
what people expect" from 
toe Greens- Bat toe danger 
is that voter trust will be 
progressively eroded by 
extreme t h i nking , da m a g i n g 
indecision and bickering. 

After all. toe Greene are 
Just as capable of losing elec- 
tions as the other parties, 


THE ECONOMY * by Peter Norman in Bonn 

Health not yet restored 


Unemployment 
reflects how the 
country has 
Men behind 
its nimbler rivals 

Right on cos, the German 
economy is recovering 
smartly ahead of as election 
year. 

When in January the Bonn 
government’s annual eco- 
nomic report forecast 2.5 per 
cent growth this year, it was 
widely criticised for being 
over optimistic. Now, with 

private sector economic fore- 
casts being revised upwards, 
such a target appears realis- 
tic and there are strong 
expectations that growth 
next year wfll exceed 3 per 
cent. 

But stronger growth does 
not mean Germany is 
returning to economic 
health. Unemployment, 
according to official, season- 
ally-adjusted figures, affects 
nearly 12 per cent of the 
working population. The 
adjusted jobless total rose 
for toe seventh consecutive 
month In October to touch a 
new record of 4,52m. The 
upturn has so for done noth- 
ing to revive tax revalues, 
which lagged sharply behind 
expectations in the first nine 
months of this year and 
appear to have become 
decoupled from the business 
cycle. 

Growth has been heavily 
dependent on booming 
exports, which have profited 
from this year’s decline In 
tbe D-Mark's value against 
the dollar and other 
currencies outside tbe Euro- 
pean exchange rate mecha- 
nism. 

Germany is expected to 
notch up a record visible 
trade surplus this year, top- 
ping last year's post-unifica- 
tion high of DMlOSbn. Mer- 
chandise exports exceeded 
imports by DM77 Jbn in the 
first eight months of this 
year while export orders for 
manufacturing industry in 
August and September were 
16.3 per cent higher in 
volume terms than in 
the same period of last 
year. 

The. positive affects have 
been felt above all In tbe 
m anu fa cturing sector where 
output in toe third quarter 
was 4,6 per cent up on 
the same period of last 
year. 

But while business confi- 
dence and plant utilisation 
have risen, there has been 
little inclin a ti on on the part 
of employers to increase 
staff. On the contrary, a 
sharp riae in productivity 
since ififfi testifies to a sig- 
nificant shake-out of labour 
by toe private sector. 

Over toe past 12 months, 
pofitiriana and trade union- 
ists have looked on grimly at 
a growing divergence 
between rising German 
equity values and growing 
corporate profits on toe one 
hand and declining employ- 
ment on toe other. The most 
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recent figure - for August - 
put Germany's working pop- 
ulation at 34m, some 460,000 
fewer than 12 months before. 
Unemployment in October 
was 423,500 higher than in 
October 1996. 

Tbe productivity improve- 
ments will stand Germany in 
good stead as it faces the 
challenge of ever more fierce 
international competition. 
But high and rising unem- 
ployment shows how far the 
country of the post-war eco- 
nomic miracle has fallen 
behind nimbler rivals in 
Europe and further afield. 

The government’s 60-point 
programme for more growth 
and jobs, introduced in 1806, 
was a belated response to 
excessive rigidities In toe 
German labour market and 
an over-generous welfare 
system that has sapped indi- 
vidual initiative. Because of 
the tactics of the opposition 
Social Democrat party, 
which controls the Bund ea- 
rs t, toe second chamber of 
the Bonn parliament, a 
potentially far-reaching 
reform of Germany’s com- 
plex and inequitable Income 
tax systems foundered late 
in September, 

Germany's difficulties tu 


absorbing toe former com- 
munist eastern Germany 
have become Increasingly 
apparent over the past 18 
months. Despite a staggering 
DMi.QOOhn of transfers from 
the west in the seven years 
since unification, the new 
Under are far from enjoying 
self-sustaining growth. 

Unemployment, which Is 
showing signs of stabilising 
in western Germany, Is con- 
tinuing to rise In the east 
where the seasonally 
adjusted jobless rate erf 192 
per cent was nearly twice 
the 9,9 per cant western 
level, Of the people who 
joined Germany's army of 
Jobless in the past year, 84 
per cent live in eastern Ger- 
many. 

Special factors have exac- 
erbated Baa tern Germany's 
misery, Tbe construction 
boom and catch-up in 
demand for consumer goods 
that followed unification 
have run their course. The 
Boon government, under 
tight budget constraints in 
preparation for European 
economic and monetary 
union, has cut back retrain- 
ing and "make-work" 
schemes. 

More worrying is the con. 


turning weakness erf export 
industry in tbe region. As a 
result, the growth of the 
eastern German economy is 
expected to lag about 0£ per- 
centage points behind the 
national growth rate tote 
year. 

Germany's trade unions, 
led by the powerful I G Met- 
all, have reaped a bitter har- 
vest from their success in 
forcing eastern German 
wages upwards towards 
western levels after unifica- 
tion. While wages in eastern 
Germany a till lag those In 
the west, average productiv- 
ity is even lower. As a result, 
the Bundesbank has calcu- 
lated that wage costs per 
unit of production are on 
average about one quarter 
higher in tbe east than in 
tbe west 

Western Germany, there- 
fore, will be toe main benefi- 
ciary of any broadening of 
this year's export led growth 
to the home economy. But 
the prospects for s more 
robust domestic economy 
are at best unclear, Business 
investment, according to tbe 
German federation of indus- 
try (BDD, has revived. But 
growth is sharply lower 
than the double-digit expan- 
sion of previous economic 
cycles. 

Consumer demand has 
fallen victim to modest, non- 
infiationary wage increases, 
tbe failure of the govern- 
ment's tax reform plans and 
the government's inability to 
prevent individuate* contri- 
butions to the state welfare 
system, and in particular 
Germany's creaking pay-as- 
you-go pension system, ris- 
ing further. 

Meanwhile, the Bundes- 
bank last month ended a 14- 
month stretch of record law 
interest rates when It 
increased tbe securities 
repurchase or repo rate, 
which determines Ger- 
many's short-term borrow- 
ing costs, to S.a per cant 
from 3 per cent. Although 
Germany's annual inflation 
rate Is relatively low at 
around 2 par cent, the cen- 
tral bank was determined 
not to take any risks in view 
of a sharp increase in 
Imported goods prices dur- 
ing the summer wn d abun- 
dant liquidity in toe banking 
system. 

The European Commis- 
sion's recent forecast that 
Germany would meet the 
Maastricht Treaty public def- 
icit target of 3 per cent of 
gross domestic product for 
tbe euro this year has eased 
earlier fears that Germany 
might fail to qualify for the 
single currency without a 
fudge. 

The Bundesbank action, 
however, was a timely warn- 
ing to the government in 
Bonn and Germany's Euro- 
pean partners that toe cen- 
tral bank expects the succes- 
sor to toe D-Mark to be a 
hard currency and that it 
will make no concessions to 
stability as next year’s Ger- 
man general election 
approaches. 


MORI VLB’s \ : 


Whatever major project you are planning, we will finance it: 
The NORD/LB Corporate Client Advisory Service. 



Major projects demand exceptional strength. 
As one of the major German banks with 
an international reputation, NORD/LB has 
considerable financial power and a wealth 
of experience. Our m«depth knowledge of 
corporate finance allows us to get to the crux 
of the matter clearly and explicitly; a direct 
approach which reflects the NORD/LB s 
capacity. A good foundation for bringing 
your major plans to fruition. 
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WORLD OF WORK • by Graham Bowley and Frederick Studemann 
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Job evaluation needed Flexibility the watchword 


Workers and their 
unions have in 
some cases begun 
to make 
concessions 

There are few subjects 
which seem to occupy public 
debate in Germany these 
days more than the prob- 
lems of the country's Inflexi- 
ble labour market. Ger- 
many’s dole queues 
stubbornly refuse to shorten 
even though economic 
growth is picking up and 
large companies are prosper- 
ing. 

German employers operate 
in one of the most regulated 
and Inflexible labour mar- 
kets in Europe. German 
workers enjoy generous 
employee benefits and 
labour laws, which have 
heaped costs on businesses 
and put them at a disadvan- 
tage to their international 
competitors. Many compa- 
nies have been ill-prepared 
to cope with the swelling 
forces of globalisation which 
have swept Germany, just as 
they have swept other coun- 
tries in Europe. 

As a result business has 
been forced to cut back on 
jobs at home while several 
have moved large swathes of 
production to cheaper loca- 
tions abroad. In the process, 
Germany's consensus-based 
model of industrial relations 
has been jolted, with unions 
coming under increasing 
pressure to make conces- 
sions to safeguard jobs in 
Germany. 

The German public Is fac- 
ing the stark choice of 
whether the country should 
continue with its long-stand- 
ing, heavily-regulated work- 
ing system, or whether a 
shift to the Anglo-Saxon 
model - which is succesfully 
delivering thousands of new 
jobs in the US and UK - is 
inevitable. 

So far, progress has been 
slow. Germans still work a 
relatively short working 
week - in some industries it 
has shrunk to an average of 
35 hours - and IG Metall, the 
country's biggest union, pro- 
voked widespread anger 
among business when earlier 
this year it called for a fur- 


ther shortening to 32 hours a 
week. 

According to the Interna- 
tional Labour Organisation, 
trade union membership in 
Germany fell by around 20 
per cent between 1985 and 
1995. Some companies are 
beginning to set pay deals on 
a localised basis with facto- 
ry-specific agreements. But 
around 90 per cent of pay 
deals are still set on an 
industry-wide level through 
collective pay bargaining. 

However, faced with high 
unemployment, German 
workers and their unions 
have in some cases begun to 
make concessions. 

Within the past year, for 
example, several large com- 
panies have struck deals 
with their workforces which 
offer employees a measure of 
job security in return for 
lower labour costs and more 
flexible working hours. 

Several businesses have 
been able to secure agree- 
ments which allow them to 
adjust their workforces’ 
working time in tine with 
demand. Opel, the car- 
maker, has introduced work- 
ing “corridors” which allow 
management to increase or 
decrease working hours 
within an upper and lower 
limit. Under such an agree- 
ment companies can ask 
their employees to work lon- 
ger hours and at weekends 
when demand is strong and 
to work shorter weeks when 
order books are not so full - 
a practice unheard of in the 
past. 

In its attempt to achieve 
greater flexibility, Volkswa- 
gen in Jane agreed a land- 
mark early retirement deal 
with its older workers which 
enabled it to take on 
younger employees. 

The chemicals industry, 
which, in IG Chemie has one 
of the most progressive 
unions, has seen some of the 
biggest changes in working 
practices. In a deal struck 
between management and 
workers earlier this year, 
companies won the freedom 
to cut wages by up to 10 per 
cent during economic down- 
turns in return for not lay- 
ing off workers. In a similar 
deal hi the car industry. 
Ford’s loss-making German 
arm cut workers' benefits to 


save $l2Qm a year in costs in 
return for keeping jobs arid 
investment in Germany. 

There has also been prog- 
ress in clamping down on 
Germany's high worker-ab- 
sentee rate which has tradi- 
tionally been a heavy burden 
for German companies. 

For example, when 
Daimler-Benz - Germany's 
biggest industrial conglom- 
erate - decided to build its 
new Smart car in France, 
one of the reasons it gave 
was that French workers 
had a better work-atten- 
dance record. 

Opel, the carmaker, has 
reduced the absenteeism 
which plagued it by agreeing 
with its workers a scheme 

Employers 
operate in one 
of the most 
regulated and 
inflexible 
labour 
markets in 
Europe 

which linked holiday 
bonuses to a factory’s absen- 
teeism rate. The company 
says this has cut the rate by 
around 50 per cent 

East Germany seems an 
unlikely place to look for 
solutions to the country’s 
labour market problems. In 
October. l.46m people in the 
region were registered as 
unemployed, an unadjusted 
rate of 18^ per cent When 
those people in retraining or 
on “make-work" schemes are 
taken into account, the rate 
is considerably higher. 

But with unemployment 
so bad, unions and employ- 
ers in the east have been 
prepared to consider rela- 
tively radical measures, 
some of which could prove 
instructive for the German 
labour market as a whole. 

The by-passing of the 
industry-wide collective pay- 
bargaining system has been 
tbe most noticeable example. 
While this is still widespread 
in western Germany, an esti- 
mated two thirds of employ- 


ees in the east now have 
contracts negotiated In local- 
ised settlements, often at 
plant level 

Pay rates are thus often 
lower than those agreed in 
tbe collective system. In 
1996, according to the Bund- 
esbank, east German wages 
negotiated collectively were 
roughly 90 per cent of those 
in the west while those nego- 
tiated locally were only 77 
per cent. 

Localised agreements have 
also enabled east German 
companies in some sectors to 

secure a small competitive 
edge over their western com- 
petitors. In Berlin buildiiig 
companies from the sur- 
rounding state of Branden- 
burg which have 1 localised 
pay rivals have, far instance, 
been able to win orders 
ahead of competitors locked 
into the collective system. 

Such practices have pro- 
duced surprising results. 
Under pressure from local 
unions, wh p i-laitnid their 
members were becoming tbe 
victims of "wage-dumping", 
the city of Berlin decided in 
1995 to stipulate that public 
contracts for road-building 
work be awarded only to 
companies with pay rates in 
line with levels set within 
the collective bargaining 
process. 

This move has now been 
challenged in a test case 
with national implications 
because a majority of Ger- 
many’s 16 Ldnder have 
adopted comjaqtural stipula- 
tions similar to those in Ber- 
lin. In a ruling earlier 
month the federal cartel 
office said Berlin was acting 
in an uncompetitive in^nppr 
by dlfle rimlnatfag against 
people outside the collective 
bargaining system. 

The cartel Office’s decision 
is not yet legally binding 
and will anyway be chal- 
lenged in court by the Berlin 
Senate, 

But if the cartel office 
wins the case, by champion- 
ing the right of construction 
companies from Branden- 
burg to dig up roads in Ber- 
lin at a competitive price, it 
will have opened the door to 
a further loosening of the 
national collective bargain- 
ing system as a whole. 


The system of 
industrial 
relations faces a 
choice of change 
or extinction - * 


While Germany's labour. ; 
markets have a reputation *.'• 
- for inflexibility, there are- ■ 
some notable exceptions. 

One sudh exception is tbe 

industry, one of - - - 
Germany's most important 
Industries, in BASF, Hoechst 
and Bayer, Germany has 
some of the world’s - 
best-known chemical and . 
pharmaceutical »impa»pipq ‘ 

T h<» main f-frpwii ryj 

union is IG BCE, formerly " 
known as IG Chemie, one of 
Germany's most moderate 
and modem trade unions. Ibs 
Hanover headquarters etre 
housed in a large ’ 
post-modern building with 
steel tubes running inside 
and outside. - 
. Its new initials are the 
result of a merger in October 
between the old IG Chemie 
i»nd the mining and energy 
unions. The combined IG 
BCE has around lm - 
members and it is 
Germany's second largest 
trade union after the r 
powerful and better-known 
IG the engineering 

union. „• . _ 

Hubertus Sc hmbMi.ffi ' 
BCE’s youthful president, . 
behoves that the peculiar. . . 
German system of Industrial 
relations is not incompatible 
wttbfiejdWmy,. Under the 
system - known in this farm 
only in Germany and 
Austria - trade unions and f 
employer representatives to 
each of the large industrial 
sectors negotiate regional 
wagetatm ■ 

• H* fays bluntly, that the 
German system of collective • 
wage bargaining faces a.:- 
choice -of change qr . 
extinction. “If we do not ' 
equip the real wage tariffs 
Wfth instruments that take . 
account of the specific . ' 
situation of thfrbustoesa, . 
than they will expire as « 
vehicle of wage policy '. 


His own /"•" 

embraced fieotoilftytffe says* 
to ^. degree even that would 


eapaMHty of most 
employers. . . ; - 
7 Be sayy. “gyg m Bffln fry 
were tauseiBfl.ftLB toasting ; 
IMPMI wre . 

of 




; haveawupkfaSfllS*’ . 
window, wldcirapans from 
35 hours a week to 49 hours. 
We bavc t three-year time - . 
account during which 
employees cm achieve their 
37.5heur average. We have a 
completely new i . ' 

flexible-wage 'cqcrider’, •„ 

which Kelps companies .• 
recover without having to 
dismiss employees." ' .. 

' He then lists other flexible 
arrangements, such as the 
new part-time-contracts, : 

. specific part-time , / ' 
arrangements forolder : 7 
workers before retirement, 
and even opt-out clauses ' 
which allow companies to- 
opt out of existing contracts 
during oliferthreetempg. 

aids. . . 7 7 - 

So far, fewer than 19 . ; - 
crywpanlog hp pfl tpflrteii ... 

advantage of the ppt-qut 
clause. He complains that 
companies often do not . . 
make-use of the Instruments, 
espetialfr the parttone-work 
co nt racts. ... ;• 

ThgJChemlcgl industry Is. 
also one Germany's most 
profitable husinees actors, •" 
Its wealth has contributed 
greatly to tiie peaceful and . 
ptrike-free industrial 
relations the industry has 
ettfayod far several decades. 
IG BCE fa considered one of 
Germany's most moderate 
trade unions. As such tt is a 
pariah at the national . 
meetings of the DQB, the . 
German trade union ' 
umbrelte group. ; . : ’ ; v - 7 

On the other-hand, Mr. . ■> 
Schmoldt wasawelcome 
guest epoaket at last ' 
month’s annaaloongress of: 
CbanceBdr KdhTa. Chriwtfaa 
Democratic Union- ./ 

There are limits, however, 

to hfauuieft^ moderation. 

Mr Schmoldt has serious 


reservations about the 

: . "shareholder-value” strategy 
- r Hoechst, the 
Frankfort-based e twntirai 
■\ and pharmaceutical giant 
which has been pursuing a 

V radical strategy of focusing 
v cm core businesses whEe 
; spinning off non-core 

. operations. 

“'Rib corporate Strategy of 
Hoechst leone that causes - 
me the greatest 
headadjes....$iidia 
cmm^ao^wfllbelndangra-if 
it experiences turbulence In ; 
- its cere business." He 



HfAatius SchmoWt: predicts, 
more otergera among unions 

dismisse d the , ■ • 

shareholder-value concept, 
jjQ eagerly pursued in many 

German boardrooms, as the 
latest fad toeamed up by 
- c onsulteflte. 9ft 

predicts thattoie strategy 
wfo disappear within a few 
years. 

Mr Schmoldt appears to be 
concerned that toeTadical 
policy at Hoechst mi^jt over, 
time Infect the industrial 
relations climate to the 
industry, ' 

: With this comes a vailed 
threat, “If companies chan® 
in their basic attitudes 
towards our relationship. * 
thehihisfa hound to affect 

our Qwnbetevtour.Wecan 
only sustain, the social 
partnership if the partner . ' 
behave aCGordfagly. And no 
one can say that the social 
partnership has led to a 
reduction in profits over the .. 
years, "he says. 

. He believes Germany's 


PRIVATISATION • by Andrew Fisher 


Ifeibundnelz 
Gas AG 


Family silver up for sale 



We are an east German gas merchant company: our day-to-day business shows 
us what ft takes to put the east German economy on the move towards recovery: 
energy. For us. energy isn’t Just natural gas - even though natural gas Is the most 
popular form of energy with consumers, utilities and businesses. For us. It is also the 
initiative, flexibility and commitment needed to put our economy back 
on Its feet. Together with our partners In energy - regional distributors, local 
government ond industry - we have already moved a long way within a short 
space of time. We are able to supply natural gas via an areawide network to all 
parts of east Germany - q major achievement which has received International 
recognition. Now we are focusing on the finer details: greater flexibility In gas 
purchasing and the ability to meet growing demand for gas. That makes us the 
right partner for energy. 


Vsrbundneri Gas AG • BraunstraBe 7 ■ 04347 Leipzig ■ Germany ■ Telephone: (00 4?) 34 14 43-01 


After the success 
of Deutsche 
Telekom many 
more assets sales 
are on the way : 

The German government 
has pot always been the 
most enthusiastic of prtvatis- 
ers - certainly not to cop* 
parison with the UK - but 
budget pressures ahead of 
European monetary union 
have done much to over- 
come its reluctance. The 
same fa true of toe regional 
states (Under) which are 
also showing an increasing 
willingness to sell off the 
family silver. 

A year ago, toe idea of 
transferring assets from pub- 
lic to private ownership - 
and helping to promote the 
equity market to the process 
- was given a huge boost by 
tbe sale of a large slice of 
•shares fa Deutsche Telekom. 
Europe’s biggest telecommu- 
nications concern. The 
DMBObn part-privatisation, 
which still left toe govern- 
ment with a big majority, 
was a success among inves- 
tors fa Germany and abroad, 
helped by an unprecedented 
publicity c ampai gn . 

Other large sales are on 
the way, but some big hur- 
dles need to be overcome 
before they can go ahead. 
Both Deutsche Post and. 
Deutsche Bahn (German 
Railways) are cm toe privati- 
sation list, as is Deutsche 
Fostbank, the postal savings 
business. But toe rail and 
post concerns still have to be 
made fina n cia ll y and organi- 
sationally .fit far release into 
the private sector, -*•'• 

A hopt of smaller topos-. 
als, ranging from resort - 
hotels to airport stakes, are 
alsp fa; preparation. Shortly 
to ‘ he ; completed is the ; 
planned government gale of ‘ 
a 6 per cent- stake fa DG 
| Bank, the umbrella organise- 
j tion of the country’s cooper- 
ative hanks, for- around • 
DM50fau- 

Then; Weigel, 0 erafahy's 
beleaguered finance minis- 
ter, recently called privatisa- 
tion "an important corite r- 
atone" of growth-oriented '• 
finance- policy, contributing 
tq leaner government. 
Increased competition and 
more Innovation and . invest- 
ment, Be pointed out tost 
four of the 10 biggest compa- 
uies on the German stock 
exchange had originally 
been sold off by toe state: ' 

Volkswagen ffa whioh the 

state of Lower Saxony 



QQntw Rfxrodc caged far mpre a more Wfonnw and coHv^ntadapproadh to pnvataaition 


Still bag a 20 per cent inter- 
est), Veb*, Vlag and Tele, 
kora, 

Lufthansa, the German 
airitoe, has also tom fully 
privatised. The latest step 
took place to October when 
the remaining 37 per cant of 
shares in state hands was 
sold to toe public far nearly 
QM5bm This share issue was 
heavily oriented towards 
retail invest gra. it faljpwed a 
rights issue three 
years ago, to which tbe 
government lowered its 
stake from Just over 5X per 
eent by not taking up its 
share entitlement 

Both of the . Lufthansa 
share sales Involved sfaeable 
consortia of domestic and 
foreign tonka. The rights, 
fasne fa 1994 was also a 
landnwrk fa - German 

privatisation policy since it 

developed toe use of the 
bookbuilding method to 
which the best selling price 
to arrived at by assessing 
tovratois’ bids. 

- This avoids excessive 
volatility when trading to 
the- shares begins, helps 
ensure that shareholders' 
ineopastr«P:fewured; mere 
toan in past German issues 
and lendourages tong-term 
investors. . 

Thus, toe earifar Lufthansa 
issue waa . an important 

prfaphw of fad much bigger 
Telekpm share sale, one Qf 
■the world's torgest The ' 
bookbuilding metbod - 
tocludiog- ’ toe so-called 
greenshQC ; allotmaat to 
satisfy exfaa demand -and 
emoqth put ’ share price 
ftuqtuatfaps. r was crucial fa 

the' issued: international 
success- ' 

The Trtekwa sale thus 
refajBarced-tiw credfafllty of 
the Bonn government’s 
privatisation policy' and 


whetted the appetite of 
investment hanks far more 
business on which to earn 
luorative fees- As Telekom 
shares rose sharply to initial 
dealings. Werner Seifert, 
chairman of Deutsche BOree 
which runs the Frankfurt- 
stock exchange, said: "The 
Telekom privatisation must 
not remain an isolated 
event p 

Other planned priva- 
tisations, however, will be 
dwarfed by the Telekom 
sale. Altogether, the federal 
government has received 
some DMlfibn from priva- 
tfaatitm sales since 1983, As 
well aa the big industrial 
companies, these have 
Included banks (such as 
Depfa,. the mortgage 
Institution), transport 
operations and housing 
companies. 

Still to come, apart from 
the post and railways, are 
sales of federal and regional 
stakes to airports such as 
Hamburg, Cologne/Bonn. 
Frankfurt and BOsseldort At 
Lttodar level, holdings fa 
such sectors as energy, 
banking and housing are up 
fat sale. or being considered 

for disposal as treasury 
finances come under 
fa c re aatog strain.. 

Gttotar,.. Restrain, the . 
economies minister, recently 
called? fter -.more a .more 
vigorous and co-ordinated 
approach to privatisation, 
bearing fa adnd the volume 
of assets- stiff fa b® sold off. 
These: afao .faefade federal 
faadfagS fa ti» yfiand Ruhr 
waterway -port of Duisburg 
and liftbeck harbour on the 
.Baltic, DSL Bank, and the 
federal printing works, . 

On ' top :of . this are 
erieurivn-pTOPeity assets fa 
the form of military 
fastaiiationi federal housing 


and sites fa east Germany. 
The successor body to the 
Treohand ~ the east German 
state privatisation agency - 
has some 58,000 propeties, 
of which around a third 
could be privatised^ Mr 
Rexrodt saicL 

- to all, there are still 434 
federal government holdings 
to be sold. However, SteQ of 
these are subsidiaries of the 
railway, Telekom or postal 
companies. Another 100 or 
so are in the hands of the 
Treu hapd successor body or 
form part of Saarbergwerke. 
the state-owned coal mining 
operation, though these 
would yield only relatively 
small sums, ' 

At regional level,' the 
southern state of Bavaria 
has made the running In 
recent years With priva- 
tisation sales of more, than 
DMBbn since 1994, Including 
a big holding fa Vlag, the 
Munich-based industrial 
conglomerate. But it. has 
been inactive on. the 
privatisation side this year. 
However, LoWer Saxony; 
Bremen, Hamburg and 
North Rhine- West phalia are 
.becoming keener, to -raise 
money by selling share- 
holdings. 

. Freed from -the- shackles of 
state control, leading 
companies have gained a 
new lease qf life. Lu fthansa. 
for' example, has restruc- 
tured itself, cut costs 
dramatically and seen its 
product i vi ty and profits 
move up sharply, 

Telekom jg fi ning the 
wrap, whfle y eba aqd-Viag 
have now had several years 
fa sharpen, themselves up fa 
too challenging- climate of 
iu* , Prieto sector. 
Shareholderemany of them 
outside Germany, have 

reaped the benefita. 


rk‘<' 


trade unions will adopt the 

consolidation process which 
has taken place in top 

industry. There wfo be more 
mergers among German 
unions, he predicts, but he 
says IG BCE has no further 
ambitions fa this direction. 
Mr Schmoldt also hopes that 
there will a “concentration 
of forces" among trade 
unions In Europe, especially 
after economic and 
monetary union. 

Thte would not take the 
form of unified Boropean 
trade unions, especially 
since the German model of 
wage-bargaining and other 
models cannot be 
. transplanted across borders. 
Instead. Mr Schmoldt is 
looking for co-operation on 
work conditions, such as 
minimum standards, or 
holiday entitlements, or toe 
number of hours 

worked- 

He does not expect any 
moves towards wage - 
. harmonisation or even 
minimum wages. 

The main effect of Emu, he 
says, will be to stabilise the 
-business environment. The 
west German cbenffcal . 

Industry lost about 100,000 
jpbs during the 1990s, due 
partly to the appreciation of 
the D-Mark against various 
European currencies, and to 
intensified global 
competition. 

-Workers in the pulp and 
paper business are part of IG 
BCE's clientele, a sector 
which has suffered large 
damage because of the 
devaluation of toe Swedish 
and Finish currencies. 

In 1935. the appreciation of 
the D-Mark against a 
number of currencies Is 
~ behaved to have cost 
between 100,000 and 150,000 
jots fa German industry, 

• according to estimates hy 
, the federal labour office. 

- Theabseneeof 
competitive devaluations is 
one of toe main reasons why 
German trade unions such 
as IG BCE are looking 
forward to the euro. 

7 Wolfgang MOnchau 


f ,p k> 









t££o 



FINANCIAL TIMES 


TUESDAY NOVEMBER 18 1997 


T v 

£ ' >e B» 




frr"-Ai- 


.5. 


v'v * . 


PENSIONS • by Wolfgang Munchau 

Big project 

imperfectly 

remodelled 


Economists fear 
plans to change 
the pensions 
system do not go 
far enough 

Two big projects have 
dominated the tail-end of the 
current parliamentary term 
in Bonn: tax reform and pen- 
sion reform. 

The ambitions tax reform 
project failed in the Bundes- 
rat, the upper chamber of 
parliament, where the oppo- 
sition Social Democrats have 
a majority. 

The pension reform suc- 
ceeded, but only in part and 
only because it was struc- 
tured in such, a way that 
Bundesrat approval was not 
needed. It will come into 
force In 1999. The aim has 
been to restore balance to 
pension contributions and 
payments and to ensure the 
viability of the unfunded 
system for another genera- 
tion. Under this system the 
payment of pensions is 
financed directly from con- 
tributions of employers and 
employees. 

What is still missing from 
the package, however, is a 
rise in value-added tax, 
meant to plug the gap result- 
ing from the desired cut in 
contributions. The SPD said 
it would oppose a rise in val- 
ue-add tax in the Bundesrat 

Apart from its question- 
able ffwanriat base, there are 
other fundamental problems 
with government's approach. 

Hie way Germany 
finances its pensions is 
closely interwoven with its 
competitiveness and the cost 
of employment Pension con- 
tributions are paid directly 
out of wage costs, but the 
system is only compulsory 
for people in salaried 
employment The self-em- 
ployed and the country's 
large number of civil ser- 
vants are exempt 

The four components of 
social security - pensions. 


health, unemployment and 
old-age care - make up 
around 42 per cent of wage 

costs. Pensions alone mak e 
up 2fr3 per cent, rising to 21 
per cent next year. 

Pensions payments are 
financed directly through 
contributions, topped up by 
a government subsidy, 
which this year runs to 
DMBSbn. Unlike’ the funded 
pension systems common, in 
the US or the UK, the system 
knows no capital formation, 
although its overall “wealth" 
grows with the economy's 
productivity. 

The advantage of this sys- 
tem is flexibility, it suited 
Germany’s unstable politics 
in the 20th century. It coped 
with all kinds of external 
shocks, wars, currency 
reform, and German, unifica- 
tion, which alone brought 
4m pensioners into Hib sys- 
tem overnight. No private 
system could have coped 
with that 

One of the main problems 
is high sensitivity to demo- 
graphic shocks. 

Falling birth rates since 
the 1970s mean that the sys- 
tem is facing a demographic 
squeeze from 2010 onwards, 
which could grow to critical 
levels from 2030, according 
to some forecasts. 

Also the strong growth in 
international equity markets 
and of stock values has wid- 
ened the performance gap 
between unfunded and 
funded systems. Germans 
are becoming increasingly 
aware that their system com- 
pares poorly " with the 
returns available from pen- 
sions linked to stock mar- 
kets. 

Germans have been pon- 
dering whether to. reform or 
replace the existing system. 
Alternatives include a 
funded pension system, a 
tax-financed state pension, 
or the “privatisation" of the 
current system, which would 
involve splitting it into 
competing privately run 
funds. 



Germany may baro to foBow SCandBnavta and ratro the pen si o na ble ape i 


The government haff cho- 
sen gradual reform of the 
current system. The key 
stipulation ^ a reduction in 
contributions to below 20 per 
cent of wages. But critics 
warn that the reforms are 
too timid and too short- 


The main element of the 
reform package is a gradual 
cut in the nnrrimimi p ensi on 
from 70 per cent of net 
income to 64 per cent. 

’What are the alternatives 
to this approach? 

The independent Institute 
for Economy and Society 
(IWG) in Bonn is working on 
a proposal for a tax-based 
basic pension. This has no 
realistic chance of being 
adopted in the current par- 
liament, or even in the next 
parliament, given the poli- 
tics of Germany at the 
moment But it may point 
the way to future reform 
efforts. 

Stefanie Wahl, a senior 
academic at IWG. says “the 
long-run trends suggest that 
change is going to happen. 
There is not only the change 
in demography, but also fun- 
damental changes in the 
labour market - the ten- 
dency towards self-employ- 
ment, part-time labour and 
the persistently high levels 
of unemployment". 

IWG has proposed a net 
basic pension of around 
DM1200 per month, after 
contributions for health and 
old-age care insurance, 
financed from the tax sys- 
tem. Individuals would be 
able to arrange their own 
pensions top-ups in the free 


market 

The proposal has received 
little political support- One 
notable proponent is Kurt 
Biedenkopt the popular 
CDU premier of Saxony. Mr 
Biedeukopf. however, carries 
little political weight in his 
party, because of long-stand- 
ing animosity between him 
and Chancellor Helmut 
KohL 

Ms Wahl argues that the 
case for reform is urgent. 
“We have already wasted 
some good demographic 
years in the 1930s and 
19908," she says. 

G (inter Albrecht spokes- 
man for the federation or 
German pension, insurance 
institutes, a group consisting 
of employers and employee 
representatives, believes 
that there is no politically 
realistic alternative to inter- 
nal reform of the sy st e m . 

He says the employer and 
employee representatives in 
the institute may disagree 
on a wide range of issues, 
but the one policy they all 
support is the retention of 
the current system. 

“You cannot get away 
from this system without 
extremely long transitional 
periods or without an entire 
generation of pensioners suf- 
fering injustice." 

This Is the point where the 
Federal Constitutional Court 
comas in. One of the princi- 
ples the court is frequently 
called upon to uphold is the 
right of equal treatment. If 
the government decided to 
implement reform that 
would boost the living stan- 
dards of one generation of 


pensioners at the expense of 
another it would risk being 
struck down by the Constitu- 
tional Court 

But to reform the system 
to ensure fairness and effi- 
ciency gains at the same 
time would be politically 
controversial, and might 
even have serious economic 
disadvantages. Employers 
and employees would have 
to accept higher contribu- 
tions in the short-term in 
order to build up a sufficient 
capital stock. This would 
defeat a central motivation 
behind pensions reform; the 
wish to reduce the cost of 
employment 

The numbers involved are 
mindboggling. The capital 
requirement to finance the 
current system - on a 
funded basis - is 
DMIO.OOObn, roughly three 
times the size of Germany’s 
grass domestic product 

The result is that the pres- 
ent system is likely to sur- 
vive, in reformed guise. 
There remains scope for fur- 
ther adaptation. Early retire- 
ment schemes have already 
been cut, and at some point 
Germany may follow the 
Scandinavian example of 
raising the p ensiona ble age 
above 65. 

ft will always be possible 
to find a formula that bal- 
ances the income and out- 
lays of the system. The risk 
is that the system will 
increasingly be perceived, 
especially among the 
younger generation, as offer- 
ing poor value for money. 
The pensions debate will go 
on and on. 
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EDUCATION • by Graham Bowtey and Ralph Atkins 

Lessons in reform 

Bonn 1$ seeking St from within the education modelled largely 

■ 0 system and ft struggled to century ideal d 

bUdAC-up IU win the necessary agreement for research’s ; 

modernise parts of the LSnder, or federal agreement led to 

nf tVu > fTooIrin.T states, which have coustttu- eral bill providk 

Ui LUC LlCdJUllg tlonal responsibilities for work for wii 

education system education. reform across the 


Germany's recent dismal 
economic performance has 
exposed severe shortcomings 
in higher education and 
research establishments and 
its once-admired vocational 
training system. 

Exasperated critics ask 

what would have happened 

if somebody like Bin Gates 
had tried to set up his soft- 
ware business in a garage in 
Germany? Their answer he 
would have been stopped by 
rules regulating the amount 
of daylight employees should 
enjoy. 

Whether the quip is fair, 
the point is clear. Nowhere, 
perhaps, has pervasive Ger- 
man bureaucracy proved 
more damaging than in its 
universities and research 
establishments. Innovation, 
entrepreneurship and risk- 
taking are stifled by a sys- 
tem that bag hardly 
for decades. 

At the same time, there 
are growing fears that Ger- 
many's famous "dual'* sys- 
tem - where students who do 
not intend to go on to uni- 
versity combine paid on-the- 
job training with their aca- 
demic studies in their last 
three or so years at school - 
is not adapting fast enough 
to changes in the workplace 
and in the world economy. 

Helmut Kohl, the chancel- 
lor. has for years warned 
that Germans who move on 
to higher education are 
studying for too long, 
trapped by a long-winded 
education process which 
encourages students to put 
off taking final exams. 
Roughly 10 per cent of Ger- 
man 29 year olds are still in 
education. Not only does 
that mean fewer young grad- 
uates entering the job mar- 
ket. it is also a burden on 
public funds. 

At the same time, incom- 
patibilities with other coun- 
tries' education systems 
have weakened Germany's 
attraction to international 
students. 

But Bonn's attempts at 
reform have faced resistance 


from within the education 
system and ft struggled to 
win the necessary agreement 
of the Lender, or federal 
states, which have constitu- 
tional responsibilities for 
education. 

Under the dual system, 
typically around two-thirds 
of young adults leaving sec- 
ondary school take part in a 
programme of training, usu- 
ally for around three years, 
in jobs ranging from carpen- 
try to banking. 

Under the system compa- 
nies benefited from a 
healthy supply of well -quali- 
fied labour, trained in the 
skills businesses needed. 
School-leavers benefited 
because they gained relevant 
marketable skills, work 
experience, and a valuable 
foot on the company ladder. 
Companies typically paid 
around 80 per cent of the 
annual cost of the system. 

However, the system has 
begun to break down as Ger- 
man companies tighten their 
belts at home and create 
most new jobs at cheaper 
production sites abroad. 

Germany's industrial 
behemoths and the Mittel- 
stand. the country's network 
of small and medium-sized 
companies, are wary of tak- 
ing on apprentices since 
increasingly they have so 
few jobs to offer them when 
the t raining is over. 

Large companies such as 
Daimler-Benz and Siemens 
are creating jobs in Germany 
that require increasingly 
sophisticated skills in areas 
such as management or com- 
puters. The concern is that 
the apprenticeship system 
c ann ot meet these new 
demands. 

In addition, there are 
fewer applicants for the 
apprentice schemes since 
students have begun to real- 
ise they have a better chance 
of getting a job through 
other forms of education. In 
recent years, for the first 
time more students chose to 
go to university than to 
become apprentices. 

But in August, a surprise 
deal was struck between the 
Lander governments and 
Jflrgen RQttgers, education 
and research minister, 
which offered the prospect of 
significant changes to the 
higher education system still 


modelled largely on the 19th 
century ideal of “research 
for research’s sake". The 
agreement led to a new fed- 
eral bill providing a frame- 
work for wide-ranging 
reform across the country. 

The main points include 
an overhaul of university 
finances and other regula- 
tions to give universities 
more freedom to increase 
their competitiveness. There 
would be measures to reduce 
the time taken to obtain uni- 
versity qualifications, 
including encouraging inter- 
mediate exams, and US-style 
"point systems” to allow stu- 
dents to switch between 
locations and countries as 
part of their studies. 

To increase international 
compatibility, universities 
would be allowed to award 
“bachelor" or “masters” 
degrees comparable with 
those in other countries. 

The government has also 
begun to tackle the problems 
of the apprenticeship sys- 
tem, outlining plans to 
make tr aining more relevant 
to modem business and 
to extend the subjects 
taught. 

There are moves to intro- 
duce more apprenticeships 
in businesses such as infor- 
mation technology, media 
and other service industries. 
Politicians have proposed 
radically cutting the wages 
apprentices receive to 
release funds for more train- 
ing places. 

The plans for higher-edu- 
cation reform have been wel- 
comed by university teach- 
ers. Professor Dr Jean-Karen 
Gregory, of Munich's techni- 
cal university, told Mr 
Kohl's Christian Democratic 
Union party conference in 
Leipzig last month that the 
new legal proposals "create 
the possibility for universi- 
ties to adapt to the needs of 
the future”. 

But, there is only so much 
the new federal legislation 
can achieve on its own. 
Reform will depend largely 
on the state governments 
and it may require a change 
of attitude on many univer- 
sity campuses. But, as Prof 
Gregory remarked, at least 
“universities will no longer 
be the popular object of the 
newspapers* obligatory sum- 
mer silly season”. 


Exporters seeking 
limitless scope can limit 


-1 


their risk with us. 







New markets mean new opportunities. And often new 


risks. That's why KfW supports exports of capital goods 


by German companies. By providing export and project 


financing. With tailor-made long-term loans. Variable or 


fixed interest rates. In cooperation with other banks. If 


you plan to enter new markets, it pays to reduce the risk 


with KfW. Our Export Credit Department will be pleased to 


provide further details. Kreditanstalt fur Wiederaufbau. 




The Ways and the Means. 
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TELECOMMUNICATIONS • by Ralph Atkins 


Honeymoon 
appears to 
be over 


As liberalisation 
nears, companies 
are lining up to 
attack Deutsche 
Telekom’s market 


Deutsche Telecom - the 
partially privatised telecoms 
group - is suddenly feeling 
the heat in Germany's fast- 
growing telecommunications 
market. 

With little more than a 
month before full liberalisa- 
tion of the market tin Janu- 
ary 1998), two vignettes illus- 
trate how, in 
telecommunications at least, 
Germany is becoming accus- 
tomed to competition which 
breaks down traditional 
monopolies and cosy operat- 
ing environments. 

First, at its half-year 
results press conference, a 
clearly-angered Ron Som- 
mer. Deutsche Telekom 
chairman, lays into Ger- 
many's telecoms regulators 
for setting far tougher than 
expected rules on the prices 
it can charge competitors for 
access to its network. He 
warns of “far reaching con- 
sequences” for Deutsche 
Telekom. 

Then a few weeks later, 
the head of tbe group's 
mobile telephone company 
resigns - officially for “per- 


sonal reasons”. Unofficially, 
the talk is of dissatisfaction 
with T-MobQ’s performance 
against strong competition 
in tbe already-liberalised 
mobile telephone sector. 

As the signs of pressure at 
Deutsche Telekom grow so 
does confidence that the Ger- 
man market will become 
truly competitive. The incen- 
tive for Deutsche Telekom to 
boost its efficiency in the 
domestic market increases 
its chances of developing 
globally against increasingly 
formidable international 
opponents. 

The opening up of the Ger- 
man market has long been 
planned. Bat not until 
almost the eve of liberalisa- 
tion has it became clear bow 
strong tbe forces of liberalis- 
ation would be. 

First, there have been 
clear signs that the new post 
and telecommunications reg- 
ulatory agency, which comes 
into operation in January, 
will be no walk-over. Klans- 
Dieter Scheurle. a senior 
civil servant at the Bonn 
post and telecommunica- 
tions ministry, was 
appointed in July to head 
the new agency promising 
that he had "the very strong 
intention to be a very strong 
regulator”. 

Mr Scheurle has already 
been closely involved with 
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The long-term 
aim is to attack 
• Deutsche 
Telekom on a 
broad front 


Deutsche Telekom Is suddenly feaCng the heat in Germany's fast-gr o w in g telecom munic a ti ons market 


key decisions taken by Wolf- 
gang BOtscb, the post minis- 
ter who has regulatory over- 
sight until the end of tbe 
year. Most dramatically. Mr 
BOtsch set a for lower tariff 
for “interconnections” to 
Deutsche Telekom’s network 
than the telecoms group had 
sought. Mr BOtsch pushed 
Germany well down the 
international league table of 
interconnection charges by 
setting city tariffs of 1.97 
pfennigs per minute at peak 
times and an average rate of 
2.7 pfennigs. 

Deutsche Telekom com- 
plained that billions of 


Telephone penetration 


Lanes per 100 people, 1996 
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ryiark s invested in building 
its infrastructure, particu- 
larly in eastern Germany, 
had been “lain to rest with 
one more or less elegant 
stroke of the pen”. It is chal- 
lenging the ruling in court 

If the new regulatory 
authority continues to refuse 
Deutsche Telekom special 
favours - and the authori- 
ty’s decisions are upheld in 
the courts - its competitors 
should be offered “unbun- 
dled access” to its networks 
which would prove a further 
powerful impetus to real 
competition. 

“Unbundled access” would 
provide competitors with 
access to customers’ homes 
and businesses to offer what- 
ever level of service they 
wish. They should not have 
to pay for facilities they do 
not need. 

A second force increasing 
the prospects for full-blown 
competition is the strength 
of the new rivals ranged 
against Deutsche Telekom. 
Backed by some of the big- 
gest names in Ger man indus- 
try - such as Veba, Viag and 
RWE, the large energy sup- 
pliers , Gtr Mannesmann the 
industrial conglomerate - 
tbe new alliances are not 
short of the financial muscle 
needed for a long fight 
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for market share and profit- 
ability. Investments naming 
into tens of billions 
of D-Marks have been 

plawnpH 

At o.teLo - the new tele- 
communications venture 
owned jointly by Veba and 
RWE ~ prospects have been 
brightened by the acquisi- 
tion of a further 30.125 per 
cent stake in E-Pius, tbe 
country's third largest 
mobile telephone company. 
With a majority holding of 
60.25 per cent in E-Plus, 
o.teLo is on a par with other 
test-growing telecommunica- 
tion ope rations such as Man- 
nesmann Arcor or Viag 
intercom in that the possibil- 
ity of linked fixed-net and 
mobile telephone operations 
is open to it 

At the «nrH> time. Ulrich 
Hartmann', chairman of 
Veba, says the post minis- 
try's ruling on interconnec- 
tion prices has created a sig- 
nificantly i m pr o ved outlook 
for o.teLo. “The decision cer- 
tainly removes same of the 
insecurities. We have always 
worked with a ’corridor’ of 
figures. Now the figures are 
the lower end of this corri- 
dor.” 

Similarly at Viag fnterknm 
— the embryonic telecommu- 
nications venture owned by 
Munich-based Viag, British 
Telecommunications and 
Telenor of Norway - fore- 
casts have been revised. As a 
result of the interconnection 
decision, Viag TntprVnm now 
envisages reaching 
break-even earlier than the 
original goal of 2001. 

Meanwhile, Mannesmann 
Arcor - owned by Deutsche 
Bahn and a consortium led 
by the Mannesmann con- 
glomerate - is benefiting 
from its sister company 
Mannesmann Mobilfunk’s 
dominance of the mobile 


market. 

The D2 mobile network is 
the largest, with 3m custom- 
ers. That not only brings 
benefits such as a healthy 
rash flow and na rnp recogni- 
tion. Mannesmann Arcor is 
looking to exploit technologi- 
cal developments which 
allow mobile and fixed net- 
works to be merged to pro- 
vide customers with a single 
service. 

All the signs are that such 
developments are having a 
salutary effect on Deutsche 
Telekom. Certainly the 
honeymoon which followed 
its partial privatisation in 
November 1996 is over. On 
the day tbe post ministry 
announced its interconnec- 
tion ruling alone, Deutsche 
Telekom shares fail almost 8 
per cent. A defensive mood 
at its Bonn headquarters has 
not been helped by the speed 
of developments in the inter- 
national telecommunications 
market, as highlighted by 
the recent multi-billion dol- 
lar bid battle far MCI in the 
US. 

But Mr Sommer, Deutsche 
Telekom chairman, can 
point to considerable 
remaining strengths - not 
least his group’s size and the 
range of telecommunica- 
tions, multi-media and infor- 
mation businesses it has 
under its wing. Staff nnm- - 
hers have been cut, cost-con- 
sciousness has increased and 
improving customer services 
has been Identified as a high 
priority. 

Mr Sommer told the 
group's half year press con- 
ference in September that 
“we accept the challenge of 
competition optimistically 
and in tbe knowledge that 
we have prepared ourselves 
well.” It will not be too long 
before he finds out just' bow 
welL 


Ihe marketing campsdgn 
has started. BilBoas. of 
,‘ DMakshave already been 
invested. Potential: 
customers have begun . 
ceiling -. From January 1, 

: next year, UiTBahIa,-the 
54-year-oM chainnanaf the 
0.teLo telecommunications 
group, will begin to get an 
idea of whether it has all 
been wartfcwbite 
. As head of one of the 
mate new competitors to 
Deutsche Telekom. Mr 
Bohla will have a tot at 
stakewben Germany’s 
' fafewwtrmwifaaflons 
' maiket is finaDy opened to 
guff com petition. Ba cked by 
-Veba and RWE, the 
financially .strong energy - 
groups, biscompanyis 
building a nationwide 

* telecommunications 

'• -network. In aH, some 
DM7bnwOl have been ' 
invested by 2005. Today’s - 
more than 1000 employees 
.will rise to 7,000. 

. O.teLo. has experience, in 
the already liberalised 
. corporate telecoms market 
through inherited - 
businesses. Botthe ; 
long-term aim is to attack 
Deutsdbe Tebskomona - 
broad front.' “If you area 
niche company, Deutsche 
Telekom can shot your 
- Mtfoe,” says blr Bohla. 
“Concentrate qabig 
business, for Instance, and - 
they wffl adjust them - 
badness rates^” 

O.teLo expects abont-a 

■ third ofitsjhismessto v ’ . 

’ come Scan private eHehts 

using the group’sservices, 

■ irdtiaily at-least, for long - 
dik&iqe'ciallsl Another 7 
third should OTmefromthe 
“mfftefofaiHi”, or- s .. : • 

‘ fsBjnky-own&l szaaliaod 
mediam sized companies. 

-• Itera te another good 
reason to go for a high vol- 
ume. It makes sense when 
you are building a nation- .* 
wide telecams network - 
l ahhaugh o.1eLoteS.tha . 

. advantage df befog. abfe.to L 
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telecomm uni cations was 

the decision during the 
summer to spend DM2J26tet 

increasing 0-tel.o’s stake m 

E-plus, the country's third 
largest mobile phone com- 
pany. The extra 30.125 pm" 
cant gives o-tel.o a majority 
holding of 6tL25 por emit. 
That increases, signifi- 
cantly, the scope for co-or- 
dinating mobile and fixed 
fine businesses. Not only is 
the customer base 
enlarged, it also provides a 
platform for the eventual 
development of joint 
"moblle/fixed net work” s er- 
vices under which custom- 
ers have one telephone 
number and one hill for a 
telephone that can be used 
at home and away. 

O.teLo’s prospects have 
been boosted further by the 
telecommunication regula? 
tors’ recent ruling on tbe 
charges Deutsche Telekom 
can levy for access to its 
networks. Mr Bohla says 
the decision to set average 
rates at 2.7 pfennigs a min- 
ute was “not as low as we 
hoped for - but we can live 
with it”. 

The plan is to build up 
o.teLo’s customer base 
slowly from January l. 

“The important thing is to 
get it righ t and not to have 
dissatisfied customers.” 
Nevertheless, o.teLo. reck- 
ons it could be adding sev- 
eral ffiousand customers a 
day by March. 

■ a main selling point will 
be the offer to cat the cost 
of long-distance calls by 
15-20 per cent compared 
with Deutsche Telekom 
prices. Mr Bohla - a former 
vice president for interna- 
tional marketing 
, operations at IBM Corpora- 
tion in the US - is also put- 
ting a heavy emphasis on 
offering a better service 
than Deutsche Telekom. 

. . “We know that Deutsche 
Telekom used to have a 
quite low level of service. . 
Now they are improving it 
largely. 1 think, because we 
are firing about customer 
service. We expect we will 
change the market." 

Long-term success - 
break even is envisaged 
some time about 2001 - will 
depend on overcoming Ger- 
man customers’ cautions 
attitude towards new ser- 
vices or suppliers. But Mr 
Bohla believes these tradi- 
tional conservative atti- 
tudes are changing- “As 
' jots of Germans are travel- 
linff to !2»e US, they are get- 
ting used to liberalisation ■ 

_ at home.” 


•/ Ralph Atkins 


CHEMICALS INDUSTRY « by Graham Bowley in Frankfurt 


Big three on different paths 


The companies 
are successful in 
terms of scale but 
are lagging on 
returns on capital 


The wisdom of unbundling 
versus that of remaining a 
diversified conglomerate is 
being played out in dramatic 
faghinn in Germany’s chemi- 
cal and pharmaceutical 
industry, thft country’s sec- 
ond biggest industry. 

Germany’s big three chem- 
ical and drugs groups are fol- 
lowing very different strate- 
gies to bring than success in 
the world’s volatile and 
increasingly competitive 
chemicals business. 

Bayer has decided to keep 
both a large drugs and a 
chemicals business in a bid 


•nines have changed since 
then and they are do longer 
the great conglomerates of 
the past. They have aH 
restructured and become 
more focused. There has 
been a marked shift from an 
emphasis on volumes of 
sales and output - a view 
which was predominant 
until the end of the 1980s - 
to the current focus on 

i wip iinvftrrtpn t of 

and shareholder value. The 
industry has also been one 
of the quickest to secure 
greater working flexibility 
among Its labour force, stri- 
king a landmark deal this 
year with the IG Chemie. the 

progressive chemical work- 
ers union. Which protects 
jobs in return for large cost 


to become the world's lead- 
-ing integrated chemicals 
group. Meanwhile, BASF is 
pursuing its unique “ver- 
bund” or total integration 
strategy, retaining as one 
single business Its. main 
chemicals activities and its 
oil and gas and fife sciences 
divisions. It is also looking 
more and more to Asia for 
growth. Hoecbst, on' the 
other hands, has trans-' 
formed itself radically and. 
wants to focus solely on life 
sciences, which means just 


pharmaceuticals and agri- 
chemicals. 

BASF, Bayer and Hoecbst 
were an part of 2G Fax-ben, 
the former German chemi- 
cals conglomerate which 
became notorious because of 
its link with the National 
Socialist regime before and 
during the second world 
war. Built around vast sites, 
they grew into sprawling 
business empires with activi- 
ties in many different areas 
which provided jobs for life. 
They shed very few busi- 
nesses and offered little 
financial transparency. 


There has also been a 
reduced dependency on the 
domestic German economy. 
For most . of Germany’s 
chemical companies, Europe 
Is stiH the main market. 
However, the US has 
increased a lot in impor- 
tance, and several, such as 
BASF, are turning their 
attention to Asia in a big 
way. 

In addition, there has been 
a general shift - most 
marked In. .the case' of 
Hoecbst away from basic 
chemicals .to speciality prod- 
ucts which command hi gher 
margins mid- often enjoy 
patent protection. 

Hpechst has been the most 
radical reformer, fts trans- 
formation has. been one of 
the most drastic restructur- 
ings in German post-war his- 
tory. Unite have- been sold, 
shut down or spun off into 
joint ventures, arid Hoecbst 
itself has become a holding 
com p any - far what are now 
several independent busi- 
ness divisions. Its. guiding 
principle lias been to get out 
of the chemicals business 
where tt has been difficult to 
make .returns because of 


high labour, power and raw 
material oasts in Europe. In 
its bid to boost shareholder 
value, it has listed its shares 
on the New York stock 
exchange - one of only a 
handful of German compa- 
nies to do so - to increase its 
exposure to the world's larg- 
est capital market and make 
tt easier for US investors to 
buy Hoecbst shares. 

The transition has not 
been easy - Hoecbst jolted 
the market in March when it 
reversed a decision to take 
its drug unit HMR public as 
a separate entity, confusing 
investors and sending 
Hoechst shares sharply 
lower. 

The restructuring has also 
caused confusion in its 
financial reporting 
Hoechst shares were buf- 
feted again in August when 
it reported a large drop in 
profits. Management said the 

reorganisation distorted the 
figures hut they concede 
they have to be careful in 
communicating this in the 
future. 

“It is going to take several 
years until the success of 
Hoechst’s strategy is 
proven,” says Peter Blair, an 
analyst at Salomon Brothers 
in London. 

.' In sharp contrast to 
Hoechst, Bayer - tradition- 
ally’ foe. most successful of 
Germany's chemicals giants 
- has stoutly defended the 
virtues of befog both a chem- 
icals and a pharmaceuticals 
conglomerate. It believes in 
a healthy cross-fertilisation 
between the two- areas. The 
structure allows the liquid- 
ity generated by chemicals 
to be invested in the growth’ 
of the fife sciences business. 
In addition, its larger phar- 
maceuticals arm has meant 
Bayer has traditionally been 
less vulnerable to the busi- 
ness cycle -than BASF.or 
Hoechst 

"It started from a better 


position than tbe other two 
and there has therefore been 
less urgency in its restruct- 
uring and repositioning, 
allhough Bayer is now set- 
ting itself aggressive tar- 
gets." said Mr Blair, Tbe test 
for Bayer in the next few 
years will largely revolve 
around the success of the 
launch of a range of new 
medical products. 

BASF has won praise for 
its reorganisation. Analysts 
think that. BASF has 
improved its longer-term 
earnings potential by strate- 
gic moves, for example by 
increasing its presence in 
natural gas distribution and 
in pharmaceuticals and the 
sale of its loss-making mag- 
netic tapes business. 

“The structure of the 
BASF group has improved 
considerably over the last 
few yea rs. Weak points were 
rigorously eliminated. At the 
same time, the group has 
become more resilient to 
cyclical trends as a result of 
investments in stable busi- 
ness areas," according to 
analysts at Bank Julius Bfier 
in Frankfort. 

An i ntegral part of BASF’s 
sb-attgy has been its plans 
to invest several billions of 
D-Marks in giant chemical 
complexes in Malaysia and 
India. This win sit alongside 
its planned DM6bn chemi- 
cals complex joint venture in 
China, by far the largest in 
the country. 

That level of investment 
which represents a sha rp 
change of direction for 
BASF, holds both promise 
for very strong growth but 
also huge risks, as demon- 
strated by the recent turmoil 
in Asian financial markets. 

The different strategies 
pursued by the chemical 
groups have not yet been put 
properly to the test and it is 
not known which . will in the 
end prove to be the most 
sucoessfoL 
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GERMANY 7 


BANKING • by Andrew Fisher 


CAR INDUSTRY • by Graham Bowtey in Frankfurt 


Shake-up sharpens focus On the road to recove 


The euro will 
speed up changes 
and provide 
considerable 
opportunities 

The head of Dresdner Rant 
recently predicted further 
wide-ranging change on the 
German hanking' mm*» t but 
such is the speed at which 
these are occurring that he 
win not be there to see most 
of them. 

Germany's second biggest 
bank has been undergoing 
its own upheavals, one 
result of which is that Jftr- 
gen Sarrazin will step down 
in May - earlier than expec- 
ted - so that the bank »yi 
present a more dynamic 
image in an increasingly 
hectic and volatile environ- 
ment 

Not that Dresdner is 
unsuccessful. Its operating 
profits were 25 per cent 
higher In the first- nine 
months and it has been 
pushing deeper into activi- 
ties SOch as asset manag fe. 
meat and investment bank- 
ing at a time when 
traditional lending often 
brings more problems than 
rewards. 

Like other German hnnv« 
Dresdner is faring the chal- 
lenges of increasing consoli- - 
dation in the industry, espe- 
cially ahead of European 
economic and monetary 
union. With corporate and 
retail clients becoming more 
choosy and less loyal as they 
seek the best returns and 
service, banks are hying to 
cut costs, improve their 
products and present a 
sharper profile. 

Hence the highly publi- 
cised changes at Dresdner, 
where the somewhat aloof 
Mr Sarrazin was deemed to 
have been too reticent In 
putting across the bank's 
strategy. Ironically, the man 
who played a strong part in 
manoeuvring Mr Sarrazin 
out of the picture is himself 
under a cloud. 

Not long after the news 
that Mr Sarrazin was te be 
succeeded by Bernhard Wal- 
ter, a fellow director, came 
the surprise resignation of 
farmer chairman Wolfgang 
R511er as head of the super- 
visory board after allega- 


tions of tax evasion. A far- 
ther blow came when Hans- 
Gttnther Adenauer, another 
director, also stepped down 
over his personal tax affairs. 

In the wake of these set- 
backs, reports of manage- 
ment disarray have been 
rife. But behind the personal 

conflicts he a secies of strate- 
gic issues at the centre of 
German banking. A shake- 
19 in the sector been 
forecast in recent years, hut 
it took a long time coming. 

Finally, Deutsche Bank, 
the country's biggest bank, 
produced a bombshell with 
its surprise 5 per cent stake 
in Bayeriscbe Vereinsbank, 
the big Bavarian bank, in 
summer of last year. 

That unleashed a spate of 
speculation about possible 
tie-ups, alliances and merg- 
ers. But for some time noth- 
ing seemed to be happening. 
Behind the scenes, thrmg h, 
there was plenty going on. 
The heads of an the big 
banks spoke with each 
other, notably Vereinsbank 
with Commerzbank and 
Dresdner with -Bayeriscbe 
Hypotheken- und Wechsel- 
Bank. also based in Bavaria. 

In the end, Deutsche was 
left on the sidelines when 
Vereinsbank Hypo-Bank 
decided to take matters into 

Banks are 
facing the 
challenges of 
consolidation 
in the industry 

their o w n hands this sum- 
mer and merge. The result, 
to be called Bayeiische 
Hypo- and Vereinsbank, will 
be Germany’s second biggest 
bank, dfa placfti g Dresdner. A 
merger between Berliner 
Barikg aaaPachaft and Nord- 
deotsche Landes bank is also 
being discussed. Such a dea l 
would edge Dresdner even 
further down the league. 

As consolidation in lead- 
ing markets continues, fur- 
ther extensive changes are 
foreseen across the varie- 
gated banking scene. These 
are likely to encompass 
mortgage h anks — an area in 
which the merged Bavarian 
bank, and Dresdner are 



Rolf PtwMR mbs opportunities 
Id asset managomant 

s tro n g — public sector and 
savings banks, co-operative 
banks and private banks. 

The coming of the euro 
will clearly speed up the 
shifts in the Industry. Big 
banks are spending large 
sums to prepare -for Emu 
which they see as offering 
considerable opportunities. 

Emu will produce radical 
changes in the capital mar- 
kets as securities are traded 
in one currency in member 
countries. It win also inten- 
sify corporate restructuring; 
providing more business for 
banks on tha advisory and 
financing side. 

With the disappearance of 
national currencies, individ- 
uals win be Ree king new 
investment horizons. Equi- 
ties are expected to be more 
in demand as governments 
bring their budgets under 
control and make fewer 
band issues. 

Strains on state pension 
and social security systems 
an alerting people to the 
need to make more private 
provision. Bankers such as 
Rolf Bream:, head of Deut- 
sche Bank, thus see wider 
business opportunities open- 
ing up in asset management, 
an area which big banks are 
targetting increasingly 
worldwide. 

But as hgtiks and financial 
services companies move 
deeper into the market, dis- 
tribution will become more 
important, be says. “For a 


producer of financial ser- 
vices, production is not as 
profitable as before/ he 
believes: “There is no patent 
protection that banks can 
adopt” The. emphasis has 
thus moved to distribution. 

But there is a limit to the 
number of d istrib ution net- 
works a market can contain. 
So hanks wanting to expand 

within Europe wtD have to 
buy existing networks rather 
than setting up. new ones. 
Mr Breuer has already raised 
that possibility for Deutsche 
Rpwif in the French market 
where it is under-repre- 
sented. “You need a Europe- 
wide network if you want to 
be active In the euro 
sphere,” he says. 

insurance companies are 
also becoming more active in. 
the asset management field, 
heightening speculation 
about closer links between 
insurers and banks In what 
is called bancassurance or 
ASfinanz. 

Since Allianz, the big Gor- 
man insurance group, owns 
22 per cent of Dresdner 
Bank, the possibility of an 
amalgamation has often 
been mooted. Both, however, 
have made clear that their 
planned co-operation in asset 
management and property 
finance will be restrict e d to 
those activities. 

Clearly, that does not 
exclude later links, possibly 
also involving others since 
Allianz owns 22 per cent of 
Hypo-Bank. But the Bavar- 
ian banka will be fuDy occu- 
pied implementing their 
merger in the next few 
years. Moreover, Dresdner 
intends to maintain its inde- 
pendence. as Mr Sarrazin 
asserted when presenting 
the latest results. 

The independence of Com- 
merzbank has also been 
called into question recently 
- its name has been linked 
with several foreign banks. 
Although the hank has been 
turning in healthy profits 
thte year — as have its main 
domestic rivals - there are 
doubts over Its strategy and 
fixture direction. 

The next few years, there- 
fore, promise to be a stimu- 
lating time for observers of 
the German banking scene, 
with plenty of uncertainties 
as wen as opportunities for 
the banks themselves. 


New products 
have helped 
cannakersto 
drive further into 
foreign markets 

A small car tipping over 
during highspeed tests on a 
Swedish test, track may have 
been one of the. defining 
moments for the German car 

industry in 1997. The inci- 
dent. involving ft^ercedes- 
Benz*s -new A-Gleia, just 
weeks after ft went on gen- 
era] sale, brought down a 
wave of criticism bn Mer- 
cedes. It has damaged the 
launch of a car which 
marked the company's first 
foray into the smaller 
vehicle market and threat- 
ens to taint the safety repu- 
tation of other models. 

Ironically, the embarrass- 
ing setback came at the end 
of a daztitug year of 
for Daimler-Benz and for 
Germany's other car manu- 
facturers. Through a heady 
cocktail of new products, 
more efficient production 
techniques and with the help 
of a weaker D-Mark, the Ger- 
man car Industry has been 
able to diaitu off stagnant 
domestic demand to increase 
sales rapidly in foreign mar- 
kets. 

The success of the car 
industry - one of Germany's 
biggest, which accounts for a 
large proportion of the coun- 
try's exports - has played a 
big role in the gentle recov- 
ery in the German economy 
this year. 

The car industry in Ger- 
many is doing very well, bet- 
ter than carmakers in other 
countries,’* said Rolla Eautz. 
automobile analyst at BHF- 
Bank in Frankfurt 

The industry's success this 
year is rooted in the sharp 
downturn in the German car 
market in 1993 which fol- 
lowed the earlier unsustaina- 
ble boom after German 
reunification. 

That painfixl downturn - 
along with especially hard 
setbacks against Japanese 

competitors in particniar — 
forced Germany's car manu- 
facturers to embark on a 
period of hectic innovation 
which led to the creation erf 
several highly successful 
new models. VW and its lux- 


ury car division Audi were 
spurred- to produce new 
Vehicles - . which have 
. driven Audi’s impressive 
revival and the success of 
yiVs Seat and S^pda ranges 
and which resulted in this 
year’s launch of the long- 
awaited new Golf. VWb new 
Beetle Is to be launched next 
year. 

This success and the high 
expectations for the industry 
were reflected in the razzma- 
tazz s urrou n din g the laun ch 
of Mercedes’ new M-Class 
sports utility vehicle at 
Daimler's new plant in Ala- 
bama in the US. 

This has been an impor- 
tant year for Mercedes. It 
began to develop fully a new, 
wider car range; the M-Class 
is Mercedes' first US-built 
vehicle and is designed to 
spearhead its push into the 
lucrative sports utility mar- 
ket 

Daimler-Benz, which has 
benefited from a tumround 
this year in its European 
truck division after several 
years of losses, has also 
entered the very small car 
TTwrkp* with its Smart car 
Joint venture. Recent safety 
worries aside, Mercedes was 
also praised tics' the innova- 
tions in Us A-Class, which 
includes a special chassis 
designed to guide the engine 
underneath the passenger 
compartment in the event of 
a ouUMfla. 

*lt was a good year for the 
industry, a year of new prod- 
ucts and some market share 
gates. For all of them the US 
and Japan have turned out 
to be quite positive, the US 
in particular,” said John 
Lawson, car analyst at Salo- 
mon Brothers in London. 
“Daimler-Benz were tremen- 
dously successful and got 
growth going in the car busi- 
ness." 

But arguably the most suc- 
cessful carmaker has been 
Porsche, with reports of 
strong demand and long 
order backlogs. Its Boxster 
model has proved popular 
and it is launching a new 911 

mnrip-1. 

BMW, perhaps the com- 
pany which was least 
affected by the downturn 
earlier this decade, has been 
criticised for lack of new 
models, despite the runaway 
success of its Z3 sports car 



Mercedes M-CJasas spear he ads push into sports utility market 


which is made in the US. 
But the Bavarian company 
has responded by pledging to 
step up Innovation and plans 
to launch a new 3 series next 
year. 

BMW is still in transition 
as it attempts to integrate 
Rover, the UK car company 
it bought in 1994. The sharp 
appreciation of the British 
pound and the link with 
Rover has meant BMW has 
not enjoyed the same 
exchange rate bonus that 
other German exporters 
have. 

The one large shadow on 
the industry is cast over 
Opel, the Goman subsidiary 
of General Motors of the US. 
Opel, which as Germany's 
other volume carmaker is 
locked in fierce rivalry with 
VW, has been beset by con- 
cerns about declining qual- 
ity and the delay in the 
launch of Its new Astra 
model. 

There are worries that 
Opel has lost its way in 
Europe as GM^ strategy has 
been directed increasingly 
towards global expansion. 
Opel has not been helped by 
reports of upheaval in its top 
management. David Her- 
man, chairman, has come 
under pressure from GM to 
improve Opel’s declining 
market share, and there are 
reports that he could be 
moved before the end of his 
current five-year contract. 

-Opel has been forced into 
a role where it is influenced 


by factors outside Europe a 
lot more than in the past, 
but ultimately that will be a 
strength for the company," 
said Mr Lawson. 

The Astra - which tradi- 
tionally accounts for the 
largest slice of Opel sales - 
is due to be relaunched early 
next year and should pose a 
threat to VW’s new Golf. 

A key ingredient of the 
Goman carmakers' success 
has been the improvements 
in efficiency and working 
flexibility many have made. 
Opel was among the first to 
improve the management of 
its manufacturing processes. 
It has since been caught up 
by companies such as VW, 
which this year introduced a 
new early retirement 
arrangement. VW has also 
streamlined its operations by 
reducing sharply the num- 
ber of basic platforms, or 
undercarriages, used among 
its four brands. 

Daimler-Benz has cut large 
portions of its workforce, 
and has shifted production 
outside Germany. Compa- 
nies have moved to more 
flexible working shifts, 
including Saturday working 
when demand is high, and 
have made inroads into 
wage costs. 

However, the accident 
with the A-Class was an 
abrupt demonstration that 
the advantage German man- 
ufacturers have gained 
through their new models is 
not necessarily assured. 
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Long-term investment in the German 
telecommunications market, an 
industry with a promising future, 
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continued growth. 
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TRANSRAPID • by Sarah Afthaus in Frankfurt- 


Whispering Arrow on track to reality 


Bonn is backing a 
DM9.8bn project 
to use magnetic 
levitation for a 
rail link 


T ransrapid route 


rapid 


Travel through the Hat 
expanse of E ms land in 
north-west Germany and 
you might Teel you have 
been beamed into an episode 
of Star Trek. Along a huge, 
elevated concrete track, at 
regular intervals, a 90-tonne 
vehicle known as the Whis- 
pering Arrow flashes by 
with the help of magnetic 
forces. 

But this is reality - the 
test site or the Transrapid. 
the world's most advanced 
magnetic levitation train. 
After more than 10 years of 
tests, its backers, comprising 
the German government and 
some of the country's big- 
gest engineering companies, 
arc? determined to let noth- 
ing derail the project. 

This year. Bonn shrugged 
off fierce resistance from 
opposition parties and envi- 
ronmentalists and approved 
a 292km, DM9. 8bn Trans- 
rapid link between Hamburg 
and Berlin. Germany's big- 
gest cities. Construction is 
set to begin in 1999 and 
operations in mid-2005. 
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Route length 
Operating speed 
JOUDSy tDTW 


Soroe Tngpraptd rtBraBonal 


■ Transrapid, the world’s most advanced magnetic tovitatkin tram 


Despite a 10 per cent 
increase in the forecast cost 
of the project and the dire 
state of the federal finances, 
it agreed to shoulder most of 
the costs. 

The government will pay 
the estimated DM6.1 bn for 
the construction of the 
tracks, while the remaining 
DM3.7bn for the rail cars and 
the electrical systems will be 
met by a consortium com- 
prising Siemens, the electri- 
cal and electronics group, 
Thyssen, the engineering 
company, Deutsche Bahn, 
the state-owned railways 
operator, and Adtranz, the 
joint venture between 
Daimler-Benz and ABB, the 
Swiss-Swedish group. 

Manfred Wackers. chair- 


man of Transrapid Interna- 
tional, the marketing group 
owned by the consortium, is 
triumphant; “This is a pres- 
tige technology proj- 
ect . . . and one of Ger- 
many's largest public and 
private sector initiatives." 

"It also holds great export 
potential.” he adds, citing 
interest from the US govern- 
ment for a high-speed rail- 
way between Los Angeles 
and Las Vegas, as well from 
Australia for a link between 
Sydney and Canberra. "And 
that is just the beginning.” 

The technology, developed 
by Thyssen Henschel, is cer- 
tainly impressive: propelled 
by electrically-generated 
magnetic fields, the Trans- 
rapid glides on a cushion of 


air about 10mm above the 
runway and picks up speed 
proportional to the increase 
in the electric current 

The train has no wheels 
but clutches a concrete gui- 
deway rather like a runner 
on a curtain rail ■'Virtually 
no thing can derail it” boasts 
the promotional video. 

Travelling at up to 45Qkph, 
it is expected to cut the train 
journey from Hamburg to 
Berlin to just under an hour 
from about two and a half 
hours. With tickets expected 
to cast less than the airfare 
for the same route, the con- 
sortium forecasts up to 15m 
passengers will use the train 
each year. 

In addition, tests have 
shown that, at speeds of 


about 300 kph. the vehicle 
uses less energy and is qui- 
eter than the Ge rman Inter- 
City Express (Ice) or 
France's Train & Grande 
Vitesse CTGV), the two 
high-speed trains which are 
its main competitors. 

Bat not everybody is 
enthusiastic. Opposition par- 
ties believe there will be 
insufficient demand for the 
German link and that it does 
not justify the large amounts 
of public funds being spent 
on it 

Indeed, the case for the 
Transrapid was not helped 
this year when the consor- 
tium was forced to admit 
that the project would cast 
10 per cent mare than the 
DM&9bn forecast, and that 
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ENGINEERING • by Sarah Afthaus 


annual revenues would be 
between DM700m and 
DM950 m, down from the 
original DMLiSbn. 

“Even the new estimates 
far and profits are 

wildly over-optimistic," says 
Rainer Hopf, senior 
researcher for the Berlin- 
based Deutsche Institut for 
Wirtscbaflsforschung (DIW). 

one of the country's leading 
economic institutes. 

“They imply that the num- 
ber of passengers travelling 
by train on the (Hamfaurg- 
Berlin) route will increase 
by eight to 10 times within a 
short period of time.” 

Werner Koth unpatter, pro- 
fessor at the University of 
Karlsruhe and a member of 
the federal economic com- 
mittee, agrees. “The Trans- 
rapid is too expensive in its 
current form ... it would 
be better to develop the tech- 
nology further so that it 
could be used along existing 
rail tracks.” 

Manfr ed Wackers. how- 
ever, Is unmoved. "AH this 
criticism at home is just typ- 
ical of Germany's anti-risk, 
anti-high tech mentali- 
ty ... If we dawdle much 
longer we will be caught up 
by the Japanese, whose mag- 
lev technology is only about 
five to seven years behind 
ours." 


Engine 
roars back 


into life 


While the sector 
looks set for a 
sustained 
recovery there are 
still problems 
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The gloom that has afflicted 
the German engineering 
Industry for the past few 
years is gradually lifting. 

And that is not just good 
news for the sector's 5,000 or 
so companies, but for Ger- 
many as a whole. For with 
annual sales of about 
DM230bn and almost lm 
employees, the industry is 
one of the most powerful 
drivers of the country’s 


economy. 

Germany's engineering 
sector - the biggest in 
Europe and the third largest 
globally after Japan and the 
US In sales - has been suf- 
fering from remorseless cast 
pressures and rising compe- 
tition from Japan and east 
Asia. In 1993, it slid into the 
worst recession since the 
second world war, and insol- 
vencies have since reached 
record levels. 

Yet, after a modest l per 
cent increase in production 
last year. VDMA, the Ger- 
man plant and machinery 
association, forecasts output 
will rise by at least 3 per 
cent this year and S per cent 
in 1998, mainl y due to strong 
foreign demand. The sector 
looks set for a sustained 
recovery, it says. 

But problems remain: 
domestic demand is slack, 
orders are still way below 
the levels of the post-reunifi- 
cation boom, and structural 
problems continue to beset 
the Mittelstand, the myriad 
of family-owned, small- to 
medium-sized companies 
that contribute about three- 
quarters of German engi- 
neering output 

But, overall, ‘The trend in 
orders and production is 
upwards", according to Her- 
bert Kriegbaum, head of 
business trends and statis- 
tics at VDMA. 

A steady rise in the 
monthly business confidence 
index for the sector, com- 
piled by Ho, the economic 
research institute, under- 
scores this view. 

Heavy restructuring in the 
sector - which has led to the 
loss of about 230,000 jobs 
since 1990 - and the gradual 
recovery of the west Euro- 


pean economy, the German 
engineering industry's main 
mar ket, are among the main 
e ngi nes of the turnround, 


In addition, competitive 
pressures have eased some- 
what due to moderate wage ' 
s ett lem ents and the weaker 
D-Mark.. 

The Mittelstand has also 
undertaken measures to 
slash costs. In response to 
high wages at home, compa- 
nies are increasingly con- 
tracting out the production 
of non-core, relatively unso- 
phisticated components to 
low-cost suppliers abroad. 

A recent VDMA study 
showed that German 
imports of engineering com- 
ponents from eastern Europe 
totalled DMi.Thn in 1995, up 
41 per cent from 1994's 
DMl^bn. In 1990, the figure 
was close to zero. 

*A structural change is 
taking place,” Mr Kriegbaum 
says, bat he admits problems 
with the quality of foreign 
supplies has so far prevented 
a more pronounced increase 
in imports. 


The Mittelstand has also 
begun to adapt to the 
increasing globalisation of 
the sector by shifting its 
sales focus from the tradi- 
tional west European market 
to north and south America 
and Asia. 

Companies have also been 
attempting to build on their 
reputation Tor technical 
excellence and innovation by 
moving into even more 
design-intensive fields which 
they hope competitors will 
find hard to emulate. . 

For example. Prominent, 
the world's biggest maker of 
specialist metering pumps, is 
looking to adapt its equip- 
ment to feed special odours 
into air-conditioning in 
supermarkets. Another com- 
pany, Putzmeister, is devel- 
oping sophisticated "robot 
cleaners” costing about 
DM5m each to clean jumbo 
jets while they are parked on 
the airport tarmac. 

However, some analysts 
say the sector needs to go 
farther to maintain its 
global position. Claus Garbe, 
a partner at Roland Berger & 
Partner, the Munich-based 
management consultancy, 
says "the Mittelstand needs 
to work more on getting the 
design right and linking ser- 
vice ami price levels closer 
to customer needs.” 

‘'Products are often over- 
engineered and geared 
towards incredibly high Ger- 
man standards which cus- 
tomers, particularly In 
places like China, do not 
always require and are 
increasingly unwilling to 
pay for." 

Olaf Mike, an engineer- 
ing analyst at Merrill Lynch, 
the US investment bank, 
says there are still too many 
groups making similar prod- 
ucts, and that more mergers 
are necessary. 

“The whole face of German 
engineering is changing: the 
trend is towards bigger 
units...only those Mittel- 
stand companies which have 
secured a niche market for 
themselves will be able to 
survive on their own," he 
says. 

Industry observers say the 
Mittelstand could seek fur- 
ther economies by pooling 
resources in areas such as 
research and purchasing. 

However, such co-opera- 
tion could prove difficult 
Typically owned and run by 
authoritarian-minded figures 
who are often members of 
the founding family, Mittel- 
stand companies guard their 
niche fiercely. 

“Mittelstand er like to keep 
their cards close to their 
chest and are often afraid of 
having to divulge any oper- 
ating “secrets" if they work 
together with another 
group,” says Mr Kriegbaum. 

Mr Kriegbaum adds that 
family rifts or personality 
clashes between owners of 
rival Mittelstand companies 
sometimes prevent closer 
co-operation. 

He rites the example of the 
now bankrupt Deckel Maho, 
which, despite financi al 
problems at the time, set up 
in Singapore at around the 
same time as its much stron- 
ger rival Trumpf. “It begs 
the question why they did 
not link up”. 

Nevertheless, Mr Krieg- 
baum is confident for the 
sector. “The Mittelstand has 
been pronounced dead many 
times before — but overall, 
its strength remains undis- 
puted.” 
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MEDIA • by Frederick StQdemann 


Gerhard- Cromme 


Clearer picture emerges Reformer not a revolutionary 

UOIQinerCiai have to await a decision would strip Pro Sieben of its _ w 


Commercial 
broadcasting has 
adopted ‘a more 
professional 
approach* 

The big decisions in the 
German television industry 
have a habit of being 
outside the country. 

Last year the script was 
written in Hollywood as 
Bertelsmann and Kirch 
Group, Germany's biggest 
commercial broadcasting 
groups, fought to secure pop- 
ular US films and program- 
ming. That battle was won 
by Kirch which bought the 
rights to the bulk of Holly- 
wood output for DP-l, its dig- 
ital pay-tv venture, thereby 
scuppering Bertelsmann's 
plans. 

But the costs of victory - 
an estimated 56_2bn in com- 
mitments to the studios - 
were exorbitant and contrib- 
uted to DF-l's failure to take 
off which, in turn, sparked a 
financial crisis at privately- 
held Kirch. 

Under pressure Kirch 
made a truce with GLT-Ufo. 
the Luxembourg-based 
broadcaster in which 
Bertelsmann has a 40 per 
cent stake. Rather than com- 
pete, both plan to work 
together to develop digital 
pay-TV around the existing 
analogue (non-digital) sub- 
scription channel Premiere. 

If that venture, in which 
both companies plan to 
invest a total of DM2.5bn 
over the next four years, 
goes ahead then the emerg- 
ing market of di gita l pay-TV 
- about which so much has 
been written and promised - 
may finally take o EL But 
before that happens the two 
companies will once again 


have to await a decision 
from outside Germany, 
namely in Brussels in the 
office of Karel Van Mert, 
the European Uni cm’s com- 
petition commissioner. 

The case promises to be an 
interesting one. Alongside 
the proposed link-up of the 
two biggest participants in 
pro gramming and b roadcas ts 
fog, Kirch and CLT-Ufa also 
want to set up a joint-ven- 
ture with Deutsche Telekom, 
the partially-privatised tele- 
coms company, to establish 
a technological platform for 
distributing digital TV. 

Three years ago Brussels 
ruled against a similar pro- 
posal made by the three 
companies. This time, the 
companies say. they have 
created an “open platform" 
which any would-be competi- 
tor can use. A decision is 
expected next year. 

While mSUons of D- Marks 
are being spent on persuad- 
ing the European Commis- 
sion of the importance of an 
elephantine marriage to 
open a new market, tradi- 
tional analogue free-TV. 
which is funded by advertis- 
ing, can easily be forgotten. 
Developments in sector, 
in which CLT-Ufa and Kirch 
also hold significant posi- 
tions. have also been dra- 
matic. 

In July, the third biggest 
free-TV network. Pro Sieben, 
went to the market in the 
first initial public offering by 
a German television com- 
pany. The issue of T7.5m 
non-voting shares raised 
more than DMlbn, much of 
which went to Thomas 
Kirch, son of the founder 
and owner of Kirch Group. 

The decision to go public 
was in part originally 
prompted by fears that Ger- 
man media authorities 


would strip Pro Sieben of its 
licence cm the grounds that 
Kirch Group,. . whether 
through father or son, 
controlled too many sta- 
tions. 

Georg Kofler. Pro Steben's 
chief executive, has tried to 
make a virtue of the decision 
by saying that the IPO had 
subjected the company to 
"greater discipline" and that 

it would mean increased 
profits and returns. 

.Other networks have dis- 
covered such virtues without 
going public. SAT-1, the sec- 
ond-biggest commercial net- 
work, appears to have halted 
years of decline and losses 
by introducing practices bet- 
ter known in other sectors, 

Amo Waschkau, the com- 
pany's ffldwf financial officer, 
says SAT-1 has implemented 
more stringent levels of 
return on investment. The 
aim is to increase the speed 
with which the financial out- 
lay for programming Is 
recouped. 

Dieter Ha.hu, managing 
director of the Kirch Group 
which owns 43 per cent of 
SAT-L says this indicates 
that German commercial 
broadcasting, which is just 
over a decade old, is moving 
out of its pioneering stage 
and becoming more profes- 
sional. 

A further sign of funda- 
mental change could be the 
disappearance of several 
small participants from the 
commercial broadcasting 
market 

Moves towards consolida- 
tion are already under way. 
CLT-Ufa, which owns the 
biggest commercial channel, 
RTL, is negotiating with fel- 
low shareholders in three 
smaller channels with the 
aim of creating a "broadcast- 
ing family". 


Peter Norman 

finds industry’s 
enfant terrible 
optimistic about 
tne future 

Gerhard Cromme, chief 
executive of the Krupp steel 
and engineering group, is 
the “enfant terrible" of Ger- 1 
man industry. 

The youthful looking 54- 
year-old numagar shocked 
German industrialists and 
politicians earlier this year 
when he tried to launch a 
hostile, debt-financed bid for 
the larger Thyssen group. 
Back in 1992, he established 
his reputation as one of Ger- 
many's most aggressive busi- 
ness leaders when he won 
control of the rival Hoesch 
gr ou p in one of the nation’s 
first, and biggest, hostile 
takeovers. 

When Mr Gramme's plan 
to acquire Thyssen became 
known, he was accused of 
"wild west” tactics and of 
subordinating Germany’s 
industrial culture of consen- 
sus to the alien Anglo-Saxon 
concept of shareholder 
value. The bid was aborted, 
partly because of the politi- 
cal storm It generated. 
Shortly afterwards, Krupp 
and Thyssen pooled their 
flat steel interests. Earlier 
this m on th, the two groups 
reached agreement in princi- 
ple on a full merger. 

These events, unfolding in 
eight months, say a lot about 
how Germany is adapting to 
the challenges of intensified 
global competition and the 
approaching euro. Initial 
political obstruction quickly 
gave way to encouragement 
for the steel merger. Mr 
Cromme, originally pilloried 


as a ruthless profit maxim- 
Iser, showed that he could 
compromise and achieve 
ch an ge in the framework of 
Germany's business environ- 
ment. 

Mr Cromme considers him- 
self an Anglo-Saxon type of 
manager. But interviewed in 
Krupp’s unostentatious 
Essen headquarters, he 
emerges as more of a 
reformer than a revolution- 
ary. "Germany as a business 
location is not as bad as 
people say. But it is not as 
good as it should be," he 
begins. 

“Germany has many 
strengths: for example, polit- 
ical stability; the high level 
of education; peoples' will- 
ingness to work; their talent 
for organisation. But tha 
burdens imposed on German 
companies and the working 
population through taxes 
and charges have become 
too great We need more 
freedom for individuals to 
decide what they do with 
their money and less state 
regulation, one might almost 
say state tutelage. It would 
be a huge relief if we 
achieved that German 
industry, which has already 
changed enormously, would 
certainly experience a very 
rapid and spectacular 
improvement and solve its 
remaining problems." 

The government "can see 
what Is wrong; tbe analysis 
is correct". Its priority 
should be to cut taxes and 
state activities. 

For years, the state in Ger- 
many has been too active as 
a distributor of money. “The 
share of public outlays in 
gross domestic product, at 
present mere than 50 per 
cent, must be cut to 45 per 
cent as quickly as possible 


and then more slowly 
towards 40 per cent” 

Gennany's failure to 
reform is a problem of "polit- 
ical will" and a federal con- 
stitution that is far more 
complex than in most other 
countries. But, be insists, it 
is easy to “get a false impres- 
sion in Boon that everything 
is blocked. 

“Much is changing in Ger- 
many. We in German indus- 
try, we German managers, 
we are doing our home- 
work." he says. “I believe 
that In recent years German 
industry has understood tbe 
problems of globalisation 



Gerhard Cromme: showed that 
he could compromise 

and is in a process of 
change. Obviously thing s 
can always be better. But 1 
believe industry is adapting 
at a sufficient speed." 

Nor, despite his experience 
earlier this year, Is political 
interference in business a 
real problem. "There is less 
than In most other coun- 
tries. The Thyssen Krupp 
case was an exception." 

One reason for the furore 
over tbe bid for Thyssen was 
the apparent subordination 
of social and regional priori- 
ties to the interests of share- 
holders. Mr Cro mm e is unre- 
pentant in his advocacy of 
shareholder value. "I believe 
shareholders who make 


money available to us have a 
right to be paid fairly either 
through dividends or the 
growth in their investment. 
But I have to say, and this is 
with tbe shareholders’ inter- 
ests in mind, I don't think a 
short-term view of share- 
holder value is right for the 
company. You have to look 
at things in terms of what 
the shareholder gains over 
three to five years, not quar- 
ter by quarter." 

He casts a similarly mea- 
sured eye over the German 
tradition of consensus in 
industry between employers 
and employees which “in the 
final analysis seeks compro- 
mises that always take lon- 
ger and which are rather 
more expensive". On the 
other hand, “there are no 
upheavals as there have 
been in France or the UK". 

And Mr Cromme is "firmly 
convinced that the consen- 
sus system can survive with 
small changes”. The trade 
unions, he believes, will real- 
ise it is in their interests “to 
create working conditions in 
Germany in which the high- 
est possible number of trade 
unionists can work. 

"There will probably have 
to be some adjustment to the 
influence of capital and 
employees. Germany cannot 
afford to keep some of the 
specially cherished aspects 
of tbe area-wide collective 
agreements that are of such 
importance to the trade 
unions and the employers 
federations," be warns. “We 
have to consider that the 
German worker with his 
high wage and fringe benefit 
costs faces ever more inter- 
national competition and 
that will be emphasised 
when the euro comes.” 

Nonetheless, the European 


Union's planned single cur- 
rency will be “a real oppor- 
tunity, not a danger". 

“I, personally, and my col- 
leagues in German industry, 
generally, are unconditional 
backers of the euro," he 
declares. “How can you have 
a long-term investment pol- 
icy in a single market with- 
out a single currency?" 

There are other potential 
advantages. “It will be good 
for industry if it is repre- 
sented by a powerful Euro- 
pean institution that can 
stand up to the Americans 
rather than by numerous 
individual states that all 
have different interests and 
which fall out of a joint pha- 
lanx through all sorts of 
trade offs,” he argues. 

“Tbe euro will also make a 
decisive contribution to 
ensuring that Europe as a 
whole, and Germany in par- 
ticular, is more competi- 
tive,” he believes. 

"The reason is tbat we will 
obtain a transparency' in 
Europe that will apply not 
just to wage and fringe bene- 
fit costs but also to energy 
costs, tram fores, tax 
systems, everything, 

“This transparency will 
mean that the populations in 
the various countries will no 
longer accept that the state 
demands more from the citi- 
zens of one country than 
from another." It will mean 
that all costs, such as energy 
or wage costs, will converge. 

Mr Cromme is "fundamen- 
tally optimistic for the 
future or Germany as a part 
of Europe". 

But he belies his “wild 
west" image by seeing the 
route to that future as tak- 
ing "a middle way with a dif- 
ferent approach from the 
AngloSaxon way". 
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BERLIN * by Frederick Studemann 


EASTERN GERMANY • by Frederick StOdemann 


A painful transformation Less order, more worries 

“ . -.1 A Ml 


The federal 
government's 
arrival will be a 
much-needed 
boost for the city 

It is not bard to write down 
Berlin. As it awaits the 
arrival of the federal govern- 
ment from Bonn in summer 
1999, the German capital is 
in a mess. The city is clut- 
tered with building sites and 
its finances are in a parlous 
state, prompting the city 
government, the Senate, to 
sell assets and make painful 
cuts in services. 

Unemployment is high and 
those the city needs to retain 
- young couples with good 
jobs - are increasingly leav- 
ing Berlin for the greener 
and cheaper charms of the 
surrounding state of Bran- 
denburg. 

Those west Berliners who 
have stayed and who, until 
recently, enjoyed generous 
tax breaks and subsidies 
from Bonn on account of the 
city’s unique status during 
the Cold War, have experi- 
enced a marked drop in the 
quality of life. 

Even all night bars, those 
dives which helped to create 
the city's pleasure-seeking 
image, are now closing ear- 
lier due to a drop in their 
customers' spending power. 

The reasons for this 
gloomy situation are easy to 
find. The building work evi- 
demnt on all sides is a direct 
result of the fundamental 
shift in German and Euro- 
pean politics which occurred 
in Berlin eight years ago this 
month when the wall divid- 
ing the city between the 
co mmunis t east and the cap- 
italist west was breached. 

Not only did the two 
halves of the city need to be 
rejoined but Berlin also 
needed to be made ready for 
government. The result was 
a flurry of building work 
which in Berlin is being 
crammed into a handful of 
years. 

Likewise the city’s econ- 
omy has been forced into a 
process of high-speed trans- 
formation. Before 1989 Berlin 
was in an industrial time- 
warp- In the eastern half of 
the city those factories 
which had survived the sec- 
ond world war were main- 
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Bidding sites abound as Berfin prepares to receive die federal government 


tained and expanded as part 
of a command economy 
which placed heavy empha- 
sis on smoke-stack fertilities. 
In the west similar plants 
were kept on by a mixture of 
subsidies. 

But since 1SS9 there has 
been a marked change In the 
city's . economic profile. 
Uncompetitive eastern busi- 
nesses have been slimmed 
down or closed down. West- 
ern businesses, deprived of 
their subsidies, have also cut 
their workforces or moved 
out to Brandenburg. The 
result has been a drop In 
revenues for the Senate and 
a rise in costs as the num- 
bers of unemployed has 
grown. 

The cuts in subsidies and 
eradication of income tax 
breaks has been swift. 
Before 1903 around half of 
west Berlin’s budget came 
from the federal govern- 
ment. Berlin is now part of 
the system of financial 
equalisation between the 
states which redistributes 
money from the richer to the 
poorer. 

According to the Berlin- 
based German Institute for 
Economic Research, Berlin 
has lost a net DM8bn per 
year from the scrapping of 
subsidies. 

The impact of this on the 
city’s finances has been dra- 
matic. The budget deficit has 


risen from DMl.6bn in 1990 
to DMl0.4bn In 1896. In a 
study of the city's finances 
the institute notes that 
every fourth D-Mark now 
spent by the Senate is bor- 
rowed money. 

One of the Senate's 
responses to this has been to 
step up a privatisation pro- 
gramme - Bewag and Gasag, 
the utility companies, have 
been put up for sale. Real 
estate and housing develop- 
ments owned by the city will 
be disposed of. The airport 
authority is also being sold 
off. The successful bidders 
will have to commit them- 
selves to building a new 
DM5bn-DM8bn international 
airport. 

Annette Fugmann-Hees- 
ing, the finance senator, says 
while the debate about pri- 
vatisation and public-private 
partnerships Is now taking 
place across Germany “in 
Berlin the drastic financial 
situation means it is taking 
place with greater inten- 
sity.*' 

Ms Fugmann-Heesing, who 
had to be brought in from 
west Germany to take on the 
Senate’s toughest and most 
unpopular job, believes Ber- 
lin can position itself as a 
pioneer among the regional 
states, the Lfinder. 

If her plans work out, Ber- 
lin will not only markedly 
reduce its deficit but also 


boast a comparatively lean 
public sector. There is also 
further cause for optimism. 
In He most recent snap-ahot 
report on the city's economy 
Bankgeselischaft Berlin, a 
bank partly owned by the 
city, notes signs of recovery. 

At the six month stage 
this year gross domestic 
product rose 0.9 per cent, 
compared with a 2 per cent 
increase for the western 
states. At tire same stage in 
1996 Berlin had a L3 per cent 
drop in GOP, against a 0.7 
per cent rise in the w es t ern 
states. 

There has been a welcome 
change in the city's eco- 
nomic profile with growth in 
sectors such as media and 
information technology. The 
big change, however, will 
come when the federal gov- 
ernment finally arrives. This 
is not so important in terms 
of the actual numbers of 
people expected to arrive 
with government (which 
may be around 40,000) as in 
terms of the psychological 
lift it will give Berlin. 

The process of ftmdamai- 
tal transformation brought 
about by unification will 
have moved on a significant 
step once the news is being 
seen to be made in Bolin. 
But whether that uplift wfil 
lead to a return to the all- 
night revelry of the past, 
remains to be seen. 


Unification has 
brought benefits, 
and uncertainty, 
for east German 
families 

One of the remarkable 
features of communist East 
Germany was its birth rates 
which were so low that, at 
the time of unification with 
the west, the country's popu- 
lation was shrinking. Seen 
in this context the Schenks, 
with seven children ranging 
from the ages of five to SB), 
are an unusual eastern Ger- 
man family. 

But the story of how the 
Schenk family has coped 
with life after unification in 
1990 is not atypical for the 
east. While sweeping politi- 
cal change has brought basic 
freedoms, new opportunities 
and material improvements, 
it has also brought uncer- 
tainty. Tn<H«i optimism ha * i 
given way to disappoint- 
ment, roles have been 
reversed as family members 
have grappled with the new 
order of life and there is a 
lingering distrust of prom- 
ises made by the west 

In 1988 Christian Schenk. 
43, was one of East Ger- 
many’s better-off people. A 
meteorologist, he worked for 
the National People’s Army 
on an airbase in Rothenburg, 
a small town In Saxony. The 
town lies on the Neisse river 
which is also the banter with 
Poland. 

Borders are well-under- 
stood in the east In Berlin a 
concrete wall marked a clear 
division between east and 


west’ along the border with 
West Germany barbed wire 
performed the function. But 
there were also more subtle 
headers. 

“In East Germany there 
were dear limits [hi daily 
life]. You may not have 
agreed with them, but you. 
knew where they were and 
lived accordingly.'’ says Mar- 
t ina . Christian's energetic 
wife who works as an insur- 
ance saleswoman. 

In return, life was more 
secure. Unemployment was 
unknown, even if many jobs 
were unproductive, as 
suggested by the rise in the 
number of Jobless after unifi- 
cation. The social services 
net was extensive. Housing; 
such as the Schenks’ four- 
room flat in one of the ubiq- 
uitous concrete “Plattenbau- 
ten" (literally : slab build- 
ings) in which the majority 
of easterners still live, was 
cheap. Before unification the 
monthly rent was 130 Ost- 

wiarfcs 

Life now is more complex. 

The working environment is 
more competitive and stress- 
ful. Families and communi- 
ties no longer hold together. 
Status symbols are more 
important and neighbours 
are more envious. The 
monthly rent today is 
DM900. 

Martina is critical of the 
way easterners have 
responded to mrfff nation. “A 
lot of people are now sitting 
around waiting for someone 
to come and sort everything 
out,” she says. 

An explanation for this 
attitude may be a feeling for 
sane of not being fully inte- 


grated into the united Ger- 
many. Katharlna, a viva- 
cious 20-year-old and the 
eldest of the Schenk chil- 
dren. says that while she did 
most of her growing up in 
united Germany, she .is still 
very consci ous of bring an 
easterner. “I think we have 
our feet more firmly on the 
ground. We saw so me thi n g 
gi y* and are able to compare 
and criticise." 

The national television 
news often means little to 
Katharine, an apprentice 
press wholesaler, as she feels 
It does not address her con- 
cerns or experiences. The 
only political parties she 
feels she can relate to are 
the Greens and the PDS, east 
Germany’s reformed commu- 
nist party which has been 
successful in tapping 
regional concerns and 
resentments towards the 
"west- 

Her father says that. In his 
experience, westerners are 
often arrogant and lack scru- 
ples. Over tbe past seven 
years Christian has certainly 
learnt about the uncertain- 
ties a free market can bring. 
He left tbe army in 1990 to 
take a job at East Germany’s 
national weather institute. 
But days before the family 
were due to move the insti- 
tute was downgraded to a 
regional authority within 
the new pan-German system 
and staff numbers cut 

Unemployed, Christian 
decided to take the opportu- 
nity to retrain and started a 
business studies course. “As 
a student I'd always thought 
of doing something different 
later on in life. Under social- 



The Schenck family- tnttiri optknteni has gven way to OnappointTnent 


Ism that was not possible. 
But then 1 suddenly had the 
chance.** 

So far his chances have 
produced few satisfactory 
results. He has been in and 
out of work several times 
and retrained twice. After 
another spell of unemploy- 
ment he has just got a job as 
director of sales for a frozen 
food manufacturer in 
Bautzen near Rothenburg. 

Financially, the finally has 
been largely supported by 
Martina who. shortly after 
unification, found a job with 
a west German insurance 
company. With her mobile 
phone, smart car and engag- 
ing manner she belies the 
simplistic cliches many 
would-be sophisticated west- 
erners hold about easterners. 

As one of her employer’s 
best sales representatives 
Martina was offered a job 
earlier this year in Berlin. 
The family hopes to move 
from Rothenburg in the next 
few months, though Chris- 
tian will probably stay on 
until Maximilian, their 11 
year-old, finishes the school 
year next summer. Whether 
he will be able to keep his 
new job once tbe family is In 
Berlin is unclear. 

The departure of the 
Schenk family will be the 
latest dip in tbe population 
of Rothenburg. Since unifica- 
tion, many of the town’s 
young and talented people 
have left. 

For Bernd Lange, the 
mayor, emigration is one of 
tbe main problems affecting 
the town. Bat the reasons 
for leaving are clear. Some 
283 people of the town's pop- 
ulation of 4,720 are now 
unemployed. There has also 
been a rise in crime. Illegal 
immigrants are regularly 
apprehended as they try to 
make their way west 

But there have also been 
many improvements in town 
life since 1990, according to 
Mr Lange, a member of 
Chancellor Helmut Kohl's 
Christian Democratic Union. 
Since 1990 Rothenburg has 
received some DM90m in 
public subsidies. “A lot of 
money has gone into infra- 
structure. The roads have 
been repaired. A new school 
has been built. A lot has 
beat done but it’s still not 
enough and people are not 
yet content” 



Optimise the performance 
of your equities. 


If you deal in equities 
internationally you need advice 
from a competent partner. 
One that concentrates on 
satisfying the needs of 
demanding customers. WestLB 
focuses on this product to 
provide original advice on 
all aspects of the equities 
business. 

WestLB’s name stands for 
extensive placing power and 
outstanding research. Being 
active on the international 


scene means that we are 
constantly enhancing our 
expertise in equities. 

We identify with your aims. 
Your performance is of the 
utmost importance to us. This 
strong commitment helps 
make us one of Germany's 
leading investment banks. 

Why not see how we can 
help to optimise your equity 
portfolio performance? 
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LANDWlKTSCMAFrUCHC BEMTENBANK 
JUT A GLANCE 

Business volume 

DM 

66.7 bn 

Told assets 

DM 

66.6 bn 

Medium-term and long-term loans. 

DM 

40.4 bn 

Short-term loons 

DM 

1.3 bn 

Bands issued 

DM 

32.4 bn 

liable equity capital 

DM 2,442.0 m 

Net interest income 

DM 

248.1 m 


International investors know why tfiey appreciate 
us as a successful issuer on the world capital 
markets. This also has to do with our first-rate 
credit standing. Our triple A ratings have not 
come easily to us but are 
the result of hard work. 

Rentenbank is a central refinan- 
cing institute for medium-term 
and long-term loans. It is a pub- 
lic sector bank with a mission 
to promote German agriculture. 
Its customers are banks. 
Rentenbank is a constant issuer on the German 
capital market. 

Annual Report on request. 

Landwirtschafrfiche Rentenbank 
HochstraBe 2 

D-60313 Frankfort am Main 
Telephone: 0049 69 2107-269 

tm. LandwirtschaftiichB 
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Frankfurt am Main 
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Turmoil in Asia 
hits ‘safe’ India 

The tidal 'nave of financial nervousness from 
south-east Asia has hit India’s shores, affecting 
a number of Global Depositary Receipt issues 
and prompting intervention from the Besem 
Bank of India after the rupee slipped against the 
dollar. But India's economy is different from 
those of the south-east Asian tigers and at a dif- 
ferent stage in its economic cycle - many 
analysts rate it as a haven for investors. Page 28 

White pepper price rise predicted 

This year's giggling 
price rises in white pep- 
per are likely to get 
hotter still early next 
year as anxiety grows 

over the persistent 
drought in Indonesia, 
the world’s biggest pep- 
per producer. At the 
beginning of 1997, 
while pepper was trad- 
's mg at around $-L9Q0 a 
3 tonne, having almost 
doubled in price since the middle of 1996. It is 
soon expected to reach $10,000 a tonne. Page 82 

S Africa’s gold hopes t h warted 

Until last week, the prospect of the gold price 
sliding to less than $300 per ounce Had been the 
stuff of nightmares in Johannesburg. So when 
bullion crossed that threshold cm Friday, the all 
gold index shed 42 per cent in a day. The slump 
has hit South African hopes of stock market vol- 
atility providing a fillip for gold. Page 42 

OH slips on signs of Iraq-UN detente 

Indications of the possibility of compromise in 
the confrontation between Iraq and the UN were 
enough to dent crude oil futures. Page 82 


Companies fan this issue 


PepsiCo’s $440m snack buy 



By Join WHman, 

Consumer Industries Editor 

PepsiCo is to acquire the 
Australian and French rmarir 
subsidiaries of United Biscuits 
in a move that wiB consolidate 
its dominance of twa business 
globally. 

Frito-Lay, PepsiCo's snacks 
division, will pay the British 
group $440m for the busi- 
nesses. In return. United Bis- 
cuits will bqy Biscuiterie Nan- 
talse. Frito-Lay's French 
biscuit business, for $3Qm. 

The acquisition is PepsiCo's 
largest in snack foods and the 
first of any size since it spun 
off its restaurant businesses 
earlier this year. The US group 
is the global leader in salty 
snacks with sales of $8.7bn in 
1996. 

“This is very consistent with 
our stated strategy of invest- 
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Acquisition of United Biscuits units 
will consolidate global dominance 


mg in the core businesses of 
snacks and beverages, 0 the 
company said. “Such acquisi- 
tions give us scale in markets 
where we currently lack it* 
Pepslco shares rose $K to 
$36fi in late morning trading 
on Wall Street 
Frito-Lay will acquire The 
Smith’s Snackfood Company 
and The Original Pretzel Com- 
pany in Australia, which make 
branded nut, com and potato 
macks. These hold the number 
one position, in the Australian 
market, but have been facing 
tough co mp etition from Frito- 
Lay for two years. 

PepsiCo expects it will have 


to divest some brands in Aus- 
tralia and has been in discus- 
sions with the Australian Com- 
petition and Consumer 
Committee, the regulator. 

In Europe, Frito-Lay will 
acquire a chip production 
plant at Veurae in Belgium 
and several snack brands: Crik 
Crok snacks in Belgium, Croky 
potato chips in France and 
Nibbit In the Netherlands. 
United Biscuits will be left 
with the Croky brand in the 
Benelux countries and its 
factory at Deventer in the 
Netherlands. 

PepsiCo has paid L27 times 
1996 sales and 30 times earn- 


ings before interest and taxa- 
tion - leaving a small gain far 
United Biscuits on the price 
paid in 1993 to acquire the two 
Australian businesses. 

The deal is not conditional 
on regulatory approval, but 
payments will be made as each 
regulatory hurdle Is passed. 
Whatever the outcome, 
PepsiCo will pay SlOOm for the 
Australian business by June 30 
1998 and United Biscuits wfl] 
earn interest on the payment 
from January 2. 

The acquisition means 
United Biscuits - it requires 
shareholders’ approval for the 
deal - has largely withdrawn 


from the snaefr g business out- 
side the UR. In Britain, it 
remains locked in combat with 
Frito-Lay, which has the mar- 
ket leader In Walker’s potato 
chips. United Biscuits now has 
around three-quarters of its 
turnover in the UK compared 
with less than half in 1994. 
Over the last three years, it 
has pulled out of the US - sell- 
ing its Keebler subsidiary - 
and Spain. 

Now it has pulled out of 
western Europe and Australia, 
having said in September It 
was determined to hold its 
market leadership in the latter 
against a determined challenge 
from PepsiCo. Yesterday, how- 
ever, United Biscuits said the 
price extracted for the Austra- 
lian business vindicated the 
defence of its market share. 
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Quick profit for Telstra investors 
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Chief price changes yesterday 
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By Alexander Nlcofl 
and Chads Grosser 

British Airways yesterday 
announced plans to launch a 
new European airline which 
will offer reduced in-flight ser- 
vice and much lower fares 
than an regular BA routes. 

Its decision to oxter the cut- 
price market was attacked by 
some airlines which have been 
successful in offering no-friHs 
services. 

Easy Jet and Debonair were 
concerned that the new air- 
line, code-named Operation 
Bine Sky, was an attempt to 

knn rit; them rtrrt qf tfr* mark at 

StehOB HajHoarmou, founder 
of EasyJet, said: “We need to 
know, is this a viable business 
or a clever way- to eliminate 
com p e ti tion? 1 * 

. Franco Mancaasola, Debo- 
nair chairman, said: “It doesn't 
make any sense. Pm trying to 
figure out what their objective 
is, and right now, I have to 
conclude if s anti-competitive. 
It’s ah alarm-hell for the con- 
sumer”. 

BA emphasised its determi- 
nation to expand the market 
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So charge: Barbara Cassani 

and to make a profit. Bob Ayl- 
ing, BA chief executive, said 
the new airline “will quickly 

become a favourite with the 
budget traveller", adding: "We 
expect hundreds of thousands 
of people who have never 
taken to the air before to 
travel with the new company,” 

Ms Barbara Cassani, 
appointed chief executive of 
the new airline after conduct- 
ing a secret six-month study of 
its potential, said she had 
nnriprtafcen to reach profitabil- 
ity in tbs third year of opera- 
tion, which Is scheduled to 
begin early in 1996. 

The airline will fly from 
Stansted Airport, north east of 
London - which won a compe- 
tition against Luton Airport - 
to cities in Italy, Spain, Scan- 
dinavia, France and Germany. 
Within the first year, it will 
create 150. jobs and build from 
two leased Boeing 737-300 air- 
craft to eight 

Ms Cassani said it would 
have a str u cture separate from 
BA and its own name, still 
undecided. Seats would he 
bought directly over the tele- 
phone with credit cards, and 
no tickets would be issued. 
Check-in would be stream- 
lined. Passengers would not be 
fed but could buy drinks and 
duty-free goods. 

"We will grow the market by 
dropping fares to very low lev- 
els,” she said. Any legal chal- 
lenge from rivals would be 
fought vigorously. 

Fares on routes not covered 
by low-cost carriers would be 
at least 30 percent below stan- 
dard Apex fares on regular BA 
flig hts, and the lowest rates 
would be available for seats on 
each aircraft, Ms Cassani said. 

Editorial Comment, Page 17; 
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Shares leap 
sparks state 
sale dispute 

By Vincent Boland in London 
and Bruce Jacques in Sydney 

Shares in Telstra, the 
Australian telecommunica- 
tions group, yesterday rose 
sharply to offer investors a 
handsome immediate profit 
from the country’s biggest 
privatisation. 

The partly-paid shares 
closed an the Australian stock 
exchange at A$2.67 - a 80 per 
rent p m mi u m to tiie institu- 
tional issue price of A$2. 
Retail investors - strongly 
targeted by the privatisation - 
were offered the share for a 
first instalment of A$1A5. 

It was the best opening-day 
performance of any of the big 
recent falronnw privatisations, 
and sparked a political row- 
over seffing state assets on the 
cheap. 

The strong performance was 
attributed to unsatisfied local 
i ]ni Huifonai demand, a sharp 
rise in Asian financial 
markets and what was seem, as 
an attractive issue price. 

Australian institutions were 
underweight in the shares 
after being allocated only 21 
per cent of the issue. US insti- 
tutions, seeking to lock in 
profits, were among the 
sellers. 

At yesterday’s closing juice, 
Telstra had a market capitalis- 
ation of about A$56bn ($39bn). 






Frank Blount, left, finance minister John Fahey and bourse chief Richard Humphrey rm» 


It is due to have a weighting 
of about 3Jj per cent in the All 
Ordinaries Index when ft is 
i ncluded early next year. 

The full issue price was 
A93.40 for institutions and 
AKL30 for retail. The balance 
is payable in a year. The sale 
of one-third of Telstra raised 
A$l4-3bn and made it the big- 
gest company in Australia. 

“Telstra was pretty good 
value but a lot of that has 
been arbitraged away now,” 
said one London-based inves- 
tor. 

Many analysts said the 
shares looked to be fully val- 
ued, at least after yesterday’s 
performance, and predicted 
that it would settle lower 
when first-day euphoria dies 


down. But the reception given 
to the company yesterday 
ensured that trading in the 
shares accounted for more 
than half the turnover on Aus- 
tralian stock exchanges, with 
296J2 million traded at a value 
of A$792 million. 

Hundreds of ordinary inves- 
tors flocked into the Mel- 
bourne and Sydney stock 
exchanges for the start of 
trading yesterday, with many 
saying they were ready to 
hold on to their allocations for 
at least a year. 

While the government was 
congratulating itself on the 
success of the Telstra sell-off, 
opposition leaders slammed 
the sale as having short- 
changed taxpayers. Kim Beas- 


ley, leader of the opposition 
Labor party, said he was 
against any further sale of 
Telstra, which remains two- 
thirds state-controlled. 

. The conservative govern- 
ment of prime minister John 
Howard has already indicated 
that there would be no further 
sale until after the next gen- 
eral election, due by May 
1999. It won the last election 
partly on a platform to sell a 
stake to Telstra aimed primar- 
ily at local small investors. 

Frank Blount, Telstra chief 
executive, did not comment 
directly on any further sale of 
more state-owned shares in 

Telstra, hut he said the com- 
pany could quickly be ready 
for further listing. 


Itochu to write 
off $1.8bn assets 
in restructuring 


Liffe seeks 
French 
traders to 
lift share 
of market 

By Samar Iskander in London 

The London International 
Financial Futures and Options 
Exchange is trying to attract 
French traders to London in 
an attempt to increase its 
share of the European deriva- 
tives market before the Intro- 
duction of the single currency. 

Locals - traders who specu- 
late with their own money - 
from Matif, the French deriva- 
tives exchange, will be offered 
a fast and simplified procedure 
to start operating on Liffe. at a 
presentation in Paris tomor- 
row. 

Llffe's offer comes in 
response to increasing inqui- 
ries by French traders worried 
that their jobs are jeopardised 
by MatiTs agreement to join 
its Swiss and German counter- 
parts in an alliance favouring 
electronic trading. 

"We see this as an opportu- 
nity to expand our market as 
Emu approaches,” Liffe said 
yesterday. It is to our interest 
to recruit experienced trad- 
ers." 

French traders moving to 
London would also favour 
plans by Liffe to launch deriv- 
atives on French bonds and 
short-term interest rates. 

Separately, Liffe rejected an 
invitation from its German 
rival to cooperate and possibly 
merge the two exchanges. 

“Competition is what made 
Liffe successful.” said Daniel 
Hodson, Litre’s chief executive. 
"[This proposed co-operation] 
is not the culture of London. 
Our members want competi- 
tion because it drives costs 
down.” 

Yesterday Werner Seifert, 
general manager of Deutsche 
Terminbttrse, the German 
exchange, said London and 
Frankfort should consider 
working together rather than 
competing against each other. 

In a letter published in the 
London Evening Standard, he 
said a merger of the two was 
also conceivable. 

In September Matif forged a 
link with DTB and Soffex, the 
Swiss derivatives market, to 
offer the three exchanges' 
products on a single electronic 
trading system. 

Liffe is committed to open 
outcry trading, where traders 
face each other on a large 
floor. While electronic trading 
is cheaper, proponents of open 
outcry claim it offers better 
liquidity. 


This announcement appears as a matter of record only. 


By Mfchlyo Nakamoto 
in Tokyo 

Itochu, one of Japan’s top five 
trading companies, is to dis- 
pose or write off Y230bn 
($LShn) worth of non-perform- 
ing assets In a move that will 
plunge it into loss. 

The non-performing assets 
relate to properties to Japan 
and overseas as well as project 
finance deals, tokktn (funds for 
companies wanting to use sur- 
plus cash for short-term 
investments in securities mar- 
kets), and fund trust invest- 
meits. As a result of the mea- 
sures it will take this year, the 
company has revised its profits 
estimate from an .initial net 
profit of Yl5bn to a net loss of 
YBOtm on sales of Y15£00bn. 

The restructuring highlights 
the impact of the plunge in 
asset prices on Japanese trad- 
ing companies, which Invested 
heavily to property and other 
assets at home and abroad dur- 
ing the bubble years of the 
1980s. Among the leading 
all-round trading companies, 
Itochu was one of the most 
heavily exposed to property 
and ban been slower than oth- 
ers to deal with its non-per- 
forming assets. Analysts wel- 
comed the measures, which 
are expected to have a positive 
impact on its balance sheet. 

“Itochu had one of the high- 
est interest expenses to the 
industry. As a consequence [of 
yesterday's measures], they 
will have a much leaner bal- 
ance sheet with lower interest 
expenses,” said Matt Aizawa, 
industry analyst at Merrill 
Lynch to Tokyo. 

However, Itochu's future 
profitability was still too low 


to merit enthusiasm, said Ken- 
ichiro Yoshida at Salomon 
Brothers. With a large number 
of consolidated subsidiaries 
not contributing to profits, 
“the question is whether it will 
be able to improve its low prof- 
itability.” he said. 

Itochu said it aimed to raise 
profitability and achieve net 
profits of at least Y20bn by 
2000. But this is much lower 
than forecast net profits at 
other trading companies, said 

Mr Yoshida. 

At the end of the last finan- 
cial year, Itochu had Y33k2bn 
in ready-for-sale property 
inventory. Of that amount, the 
company admitted yesterday 
that Y240bn were loss-making 
or would take a long time to 
generate profits. 

Itochu said it planned to 
deal with these non-perform- 
ing properties through dispos- 
als, development on its own 
and transfers to a housing sub- 
sidiary. It win write off YlOObn 
worth of Its ready-for-sale 
property inventory which is 
non-performing to the next 
half of this year and take a 
loss of Y50bn. 

The company also plans to 
sell Y25bn worth of overseas 
properties. It will incur a 
related extraordinary loss of 
YlShn in the second halt 

Itochu is also selling Y55bn 
worth of tokkin and fund 
trusts, resulting to a loss of 
Y25bn. It is also taking a provi- 
sion of YBObn to cover project 
finance deals which are not 
expected to generate returns 
for some years. The extraordi- 
nary loss to the second halt 
including provisions for a 
revised early retirement 
scheme, will total Yl50bn. 
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COMPANIES AND FINANCE: EUROPE 


Moyne took out loan to repay funds 


By Tim Burt in Stockholm 


The controversy over the 
alleged asset-stripping at 
Trustor intensified yesterday 
after it emerged that Lord 
Moyne, chairman of the 
Swedish investment com- 
pany, took out a two-day 
loan of SKr415m (S55.imj 
from a Cayman Islands bank 
to repay funds missing from 
the company. 

Lawyers appointed by 
Trustor to investigate the 
case said Lard Moyne - a 
member of the Guinness 
brewing dynasty - agreed 
the loan with ITC Bank of 


the Cayman Islands earlier 
this month and transfered 
the money to a Luxembourg 
account held by Trustor. 

The loan was taken out 
after the Swedish state pros- 
ecutor ordered an inquiry 
into the company’s financial 
affairs and its shares were 
suspended on the Stockholm 
stock exchange. 

ITC has since begun legal 
action in Luxembourg to 
recover the money. 

The legal action marks the 
latest twist in the Trustor 
affair, which centres on the 
disappearance of SKr620m of 
the company’s assets. That 


prompted the resignation 
this month of Trustor's man* 
aging director and the arrest 
of two employees. 

Although Lord Moyne has 
denied any wrongdoing, he 
has vowed to stand down 
and sell his shares in the 
company. 

Lawyers acting for the 
Trustor board yesterday 
released their initial assess- 
ment of events since Lord 
Moyne acquired control of 
the company in June. 

Stefan Lindskog. senior 
partner at Stockholm law 
firm Landahl & Wistrand, 
said that more than 


SKrfiOOm was transfered on 
June 18 from Trustor's Swed- 
ish bank accounts to a com- 
pany account in London. 
Two days later it was trans- 
ferred again to a private 
account held by Thomas Jls- 
ander, one of Lord Moyne’s 
so-called “assistants” at 
Trustor. 

Mr Jisander was detained 
by Swedish police this 
month on suspicion of abet- 
ting a breach of shareholder 
trust 

According to Mr Lindskog. 
Trustor’s account at Bar- 
clays Bank was subse- 
quently found to contain no 


more than SKrl35m - of 
which SKr79m has been 
returned to Sweden. 

Yesterday, he said Trustor 
would fight attempts by ITC 
to seize the SKr4l5m paid by 

Lord Moyne into its Luxem- 
bourg account, held at the 
bank F. van Lanschot 

Bankiers- 

Meanwhile, legal docu- 
ments filed in Luxembourg 
suggest Lord Moyne was at 
the centre of a four-stage 
transaction involving ITC 
and Trustor. First, he 
arranged a “short-term loan” 
from ITC, which -was subse- 
quently transferred to Trus- 


tor. According to the docu- 
ments, Trustor was then 
expected to buy Lord 
Moyne's shares in a com- 
pany called Bancorp. The 
Trustor chairman would 
then use the proceeds to 
repay ITC. 

“The first two stages of 
this transaction took place, 
Mr Lindskog said yesterday. 
“But we have not acquired 
any shares in Bancorp from 
Lord Moyne, nor would we 
want to.” 

The Luxembourg court is 
expected to reach, a decision 
next week on whether to 
order Trustor to repay ITC- 


BBL accepts $4.7bn 
offer from ING 


By Neil Buckley 
in Brussels 


Europe's biggest cross- 
border banking takeover to 
date was in effect sealed yes- 
terday as Belgium's Banque 
Bruxelles Lambert accepted 
the $4.7bn bid from ING of 
the Netherlands - only six 
days after it was made. 

The share exchange, 
expected to go ahead in the 
first half of December, will 
create the biggest Benelux 
bank, with total assets of 
$312bn. and the 12th biggest 
in Europe. 

Michel Tflmant BBL chief 
executive who will gain a 
seat on the ING board, said 
the new group would be a 
model for other European 
banks. “The future in 


Europe will be for those 
banks able to operate 
against a multi-cuZtural 
background and able to have 
a multi-cultural scope." he 
said. 

Both banks indicated that 
one of their first “multi- 
cultural” projects was likely 
to be expansion into Prance 
with BBL as the vehicle, but 
would give no details. 

BBL already has corporate 
banking activities in France 
- BBL France, the former 
Banque Louis Dreyfus - but 
has no retail banking there. 

Mr T ilman t said, however, 
that BBL had “never been 
interested" in CIC, the bank- 
ing arm of French Insurer 
GAN. due to be privatised 
next year. This suggests a 
possible difference of opinion 


with its future parent, which 
has shown interest in CIC. 

He said the deal would cre- 
ate an insurance and bank- 
ing group big enough to 
operate in Europe and glob- 
ally. But it would allow BBL 
to maintain its name, head- 
quarters and management 
structure, and entail “no col- 
lective lay-offs". 

Analysts said the deal 
would end the unstable 
shareholder structure, domi- 
nated by Baron Albert Frtre, 
the Belgian financier, which 
had dogged BBL since ING’s 
failed takeover attempt in 
1992. 

A signal late on Friday 
from two Fr£re companies 
(Groupe Bruxelles Lambert 
and Royale Beige) and one 
linked to than in a Joint can- 



Michel Tilmant (right) BBL chief executive, with chair man Jacques Moulaert 


trol agreement (banking 
group Credit Communal de 
Belgique) that they would 
accept the ING bid cleared 
the way for it to succeed. 

With ING already holding 
13.45 per cent of BBL, the bid 


- equivalent to about 
BFr9,500 a share - values 
the Belgian bank's total 
share capital at just under 
$5.4bn. - 

The terms are six ING 
shares and one call warrant. 


plus BFr300 cash, for each 
BBL share. The new group 
will have 80,000 employees 
nnri shareholders’ equity of 
about SKLfflm. 
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Warner to purchase 10% of Canal Satellite 


By Andrew Jack in Paris 


Warner Brothers, of the US, is set 
to pay about FFrMJQm ($69m) to 
acquire a 10 per cent stake in 
Canal Satellite, the French digital 
television broadcaster. 

The transaction is likely to be 
completed before the end of the 
month, and at a substantial dis- 
count to the estimated market 
value of Canal Satellite. 

The deal will take the form of a 


rights issue reserved for Warner 
Brothers, which will have the 
effect of diluting the existing 
stakes of Canal Satellite’s other 
founding shareholders. 

However, before the end of the 
year. Compagnie G6o6rale des 
Eaux. the French utilities group 
which holds 10 per cent of Canal 
Satellite, is expected to sell its 
stake at a much higher price to the 
three other shareholders, restoring 
the previous balance of ownership. 


Canal Satellite was launched as 
an analogue service broadcast by 
satellite in 1992, and has until now 
retained its original investors. 
Canal Plus, its pay-television par- 
ent. owns 70 per cent with a fur- 
ther 20 per emit held by the media 
group Path§ and 10 per cent by 
Compagnie G6n6rale des Eaux. 

Canal Plus said Warner Brothers 
had been granted an option to 
acquire 10 per cent of the satellite 
operation in May last year, after 


talks with two alternative inves- 
tors - the television groups CLT 
and TF1 - collapsed. TF1 went on 
to become a leading shareholder in 
the rival TPS satellite service. 

CLT and TF1 withdrew an the 
grounds that an evaluation of the 
price of Canal Satellite carried out 
by SBC Warburg, the investment 
bank, was too high. The bank val- 
ued the company at FFr&Sbn. 

However, the option given to 
Warner Brothers is tied to this val- 


uation. adjusted slightly. 

Canal Plus has not denied ana- 
lysts* estimates which suggest that 
Canal Satellite is now worth 
FFrthn-FFrSbn. 

Warner Brothers has been linked 
to Canal Plus since the French 
company was created in 1984. and 
has signed a number of fDm distri- 
bution deals with it. Canal Satel- 
lite’s pre-interest losses for the first 
half of the year were FFrl86m. It 
claims nearly 600,000 subscribers. 


■r -r 


While others are afraid 

of competition, 

we are discovering 
new opportunities. 


The liberalisation of the world’s energy markets is bringing new perspectives as we!! as challenges. 
Those who stand to benefit most will be those capable of reacting fastest. As an integrated eneroy 
suppiy company. EVN is already offering its customers in Lower Austria 3 wider spectrum of 
services - electricity, gas, heating and energy consulting, all from a single supplier. As a musti-utility 
with bright ideas for new products and a new quality of service, the company is wcli on its way to 
successfully tapping this potential in the future. 


Por its 1996/97 financial year, EVN has for the first time prepared consolidated financial statements 
in accordance with International Accounting Standards (IAS). Despite warmer temperatures during 
the year. EVN’s 1996/97 results were the second best in its history and are a sound basis for the 
continuation of the company s development. For more information contact EVN investor 
Relations, Austria. Tel.: +43 2236 200 2201. See our 1956/97 IAS results at the new E'VN heme pace, 
http: //\V;V w. e v n . a c 


Financial Highlights 
Sales electricity 

5,853.1 GWh 

+1.6% 

gas 

1,355.9 m.m 3 

-1.4% 

heating 

492.7 GWh 

+16.4% 

Sales revenues 

11,842 AT5 m. 


Operating result (EBIT) 

1,414 ATS m. 

+10.7% 

Profit before taxation 

1,562 ATS m. 

-11.3% 

Dividend per share* 

30 ATS 

+20% 


Energie 

vemOrrftig 

nutzen 


Em 


* Proposal to Annual General Meeting: 
dividend of ATS 25 + anniversary bonus of ATS 5. 


LGT to seek 


single buyer to 
avoid break-up 


By Jane Martinson, 
Investment Correspondent 


LGT Asset Management, 
which manages some £40bn 
($67.sbn) of funds, said it 
was keen to be bought as a 
whole rather than divided 
into separate units when its 
disposal was officially 
announced yesterday. 

The business, which is 
owned by the Liechtenstein 
royal family, is one of the 
largest fund management 
groups to be sold in recent 
years. Analysts have esti- 
mated a price of about $2bn 
for the group, which man- 
ages a range of retail and 
institutional funds in the US 
and Europe. 

The size of the offering 
prompted several investment 
bankers to question demand 
for the whole business. 
“Nobody has been knocking 
on our door today," said ooe 
corporate financier. "I think 
there’s a lot of uncertainty 
about what's for sale.” 

However, a spokeswoman 
for LGT Asset Management 
said: “Tie point is to sell it 
as one unified business. We 
are offering a very attractive 
package for anyone wanting 
an instant, ready-made asset 
management group." 

Potential buyers are expec- 
ted to include several large 
European banks which are 
keen to expand their asset 
management operations 
such as ABN Amro Hoare 
Govett, the Dutch-owned 
investment bank, Dresdner 
Bank, the German group, 
and Socigte G&terale. 

US buyers could be Inter- 
ested. although they might 


be deterred by the issue of 
goodwill, which represents a 
large part of a fund, manage- 
ment company’s value. 

Roger Yates, global chief 
investment officer at LGT, 
said that a potential buyer 
was likely to be a “fairly 
substantial institutional 
investor committed to budd- 
ing a global asset manage- 
ment company”. 

Prince Philipp, younger 
brother of the Liechtenstein 
head of state and chief exec- 
utive of the Liechtenstein 
Global Trust which awns the 
asset management business, 
decided to sell it because of 
rapid consolidation in the 
industry. 

Mr Yates cited recent 
mergers, such as that 
between Zurich, the Swiss 
group, and BAT, and the 
Morgan Stanley merger with 
Dean Witter as evidence that 
the business would need to 
grow to succeed. 

He denied the sale was 
prompted by difficulties in 
assimilating Chancellor Cap- 
ital Management, the US 
group LGT bought last year. 
"The fact Is that the land- 
scape of fond management 
has changed, enormously 
over the past 12 months," he 
said. 

The Liechtenstein Global 
Trust is to focus on Its core, 
offshore private banking 
business. It is being advised 
by Goldman Sachs, the US 
investment bank. 

Same investment bankas 
questioned the sates process 
yesterday in which the busi- 
ness, was put up for sale 
without a buyer laving been 
found. 


EUROPEAN NEWS DIGEST 


Kvaerner posts 
solid advance 


Shares in Kvaerner yesterday climb e d NKiti to NKi349 
after the Anglo-Norwegian engineering and shipping 
group reported solid growth in profits and sales for the 

first nine months of the year. There was also an improve- 
ment in the order book, which stood at NKr85bn 
C$l2.Q2bn), NKri7bn higher than at the start of the year. 

Kvaerner its pre-tax profit of NKiSQQ ra in cluded 
NKrS57m in g»frx on the sale of assets, and compared 
with NKrSS lm a year earlier. The 30 per cent increase in 
turnover, to NKrSaiTbn, was attributed mainly to the 
acquisition of former Trafalgar House companies. Finan- 
cial items represented a net loss of NKMUto compared 
withNKr6lm a year earlier. Net interest expense rose to 
NKx879m from NEr44im mainly because of the acquisi- 
tion of Trafalgar House. 

For the group as a whole, foil-year operating profit in 
1997 is expected to improve markedly on last year, Kvaer- 
ner gfldari- Barning s per share were NKrl4.S7 a gains t 
NKrl417. Agencies, Oslo 


RETAILING 


Czech group in Polish expansion 


Interimntakt, the leading retailer in the Czech Republic, is 
set to the biggest food retailer In Poland through 

the ££L2bn ($36m) acquisition of the FHS group from the 
government The investment will be the largest by a 
P <y> h company in P oland end demonstrates Interkon- 
takt's awiiitinn to ««p<ir>d from its home markets in the 
Czech Republic and Slovakia to become a regional 
retailer. 

Interkautakt will today announce that it will boost 
BBS's capital by 12Sm zlotys ($35.79m) to 185m zlotys, giv- 
ing it a 67 per cent holding. 

Robert Anderson. Prague and Ckris Bobinskt Warsaw 


TELEVISION 


CME losses deepen 


Central European Media Enterprises (CME), the pioneer 
of private commercial television in east Europe, ran up 
heavy losses in the first nine months this year as it 
Mrpandpd - it incurred a net loss of 580.6m in the period 
compared with a loss of 527.1m in the same period in 1996. 
The deficit in the third quarter broadened to $18. 8m from 
514.7m a year ago. 

CME, quoted on the Nasdaq exchange in New York and 
controlled by Ronald Lauder, one of the heirs to the Est£e 
Lander cosmetics fortune, recently opened a television 
network in Poland (TVN) with local partners and in Hun- 
gary (TV3), and has added a second nhannel in Slovenia 
(GajbaTV). It claims a reach of more than 110m potential 
viewers across toe region. Turnover in the first nine 
months rose 12.1 per cent to 594.4m from $84_2m a year 
earlier. Kevin Dane, East Europe Correspondent 


BANKING 


BHF-Bank sells Czech stake 


BHF-Bank. the German bank, has agreed to sell its 4K9 
per cent stoke in Zivnostenska Banka, the Czech Repub- 
lic’s sixto-largest bank, to BankgeseHschaft Berlin (BGB). 
The decision by BHF-Bank is part of a restructuring of 
toe group, which is seeking to concentrate on higher-mar- 
gin activities, such as corporate finance and advisory 
work. Zivnostenska, which has assets of K£3Sbn ($30m), 
specialises in corporate finance, trade and project finam-o 
and private banking. ' 

The acquisition fits in with BGB's ambition to expand 
its presence in the region. The bank, which is 57 per cent 
owned by the city of Berlin, is also planning to merge 
with Norddeutsche Landesbank, which owns 15 per cent 
of its shares. Zivnostenska. the oldest bank in toe Czech 
Republic, was the first bank to be sold to foreign investors 
in central Europe. BHF-Bank bought 40 per cent in 1992, 
later increasing this to 4&9 per cent The International 
Finance Corporation, toe investment arm of the World 
Bank, owns 10 per cent 

This week the Czech central bank is expected to 
announce the results of the tender for Agrobanka, toe 
fifth-biggest bank, which was taken into administration in 
September 1996. The bad loans have been hived off and 
GE Capital of the US, which also owns Budapest Rank in 
Hungary, is toe last remaining bidder. 

Robert Anderson, Prague and 
Frederick StOdemann. Berlin 


BIOTECHNOLOGY 


Solvay in research deal 


Belgium's Solvay yesterday stepped up moves to develop 
its pharmaceuticals business and reduce its reliance on 
chem i cals and plastics by signing a research dpyl with 
Innogenetics, the Belgian-based biotech group. Solvay 
took an &3 per cent stake for 535.5m, and signed a five- 
year resea rch contract with immediate investment of $4m, 
and a nnual funding of up to $2xn. Innogenetics will use its 
week on discovering novel genes to identify targets for 
Solvay compounds. NeU Buckley, Brussels 


MINING 


Disturbances hit Eramet shares 


Shares of Eramet, the French mining group, fell in pans 
yesterday after it said political and social disturbances In 
the Pacifi c island of New Caledonia had resulted in 
reduced activity in its nickel arm since mid-October The 
shares closed down FFr245, or 12. per cent, compared with 
a 2B6 per cent advance by toe benchmark CAC-40 index. 
But the company said a foil-year result at least equal to 
last year's FFWOSm (552.6m) was still on 'toe cards pro- 
vided the disturbances finished “quickly”. 

David Owen. Paris 


STEEL MERGER 


Krupp and Thyssen on course 


Krupp and Thyssen, the German steel producers In 
merger talks, yesterday signalled the link-up was still on 

course in spite of a bitter struggle for the top job at the 

combined group. In a brief statement after talks yester- 
day, the two said important questions about ^r»ry 
law, tax and valuation had been clarified, but gave no 
details. Gerhard Cnxnxma, Krupp chief executive, and 

Dieter Vogd, head of Thyssen, are both seeking to head 

the new entity. Peter Norman, Borm 


BCI lifts Hungary stake 


By Paul Betts 
In MBan 


Ban c a Commerriale Italians, 
the privatised banking 
group, is to pay L62Qbn 
(5366m) to lift its stake In 
Central-European Interna- 
tional Bank (CIB), of Buda- 
pest, to 95 per cent 
BGL which already owns 
13.2 per cent, said that it 
regarded Hungary, as offer- 
ing some of toe most Inter- 


esting financial prospects 
in central Europe. 

BCI will buy out toe 
National Bank of Hungary 
(which awns 34 per cent) and 
other CIB shareholders, 
including Soofitt GtaSrale 
of France, Germany’s Bayer- 
isdhe Vereinsbank and 
Tokyo’s Sakura Bank. The 
Italian bank will control 95 
per emit of the Hungarian 
group, with the remainin g 5 
per cent held by Japan’s 


Longr-Tferm Credit Ranti 
CIB, Hungary's fiftb-larg- 
est bank In terms of assets, 
was set up in 1979 as a con- 
sortium between the Hun- 
garian central bank and a 
group of foreign credit insti- 
tutes, with toe main-purpose 
of providing international 
trade financing. It was toe 
first public limited company 
controlled by foreign share- 
holders in Hungary and toe 
former Comecon countries. 
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a| kf at hospital sell-offs 


iv."» m< ■ 

i~ -v ■ 


By Rtchard VVateni fai New York- 


The reversal of the one of the 
Wdest corporate, strategies to have 
be en dev ised in the US healthcare 
industry was set in motion yester-' 
day as ColumWa/HCA, the hospital' 
group, announced a review that 
could lead to the disposal of a large 
part of Its operations. 

The disposal of up to 109 of the 
company’s hospitals, nearly a third 
of the total, and a reorganisation 
into locally controlled regional 
units would reverse Columbia’s 
rapid growth as the first national 
operator of hospitals, out-patient 
surgery centres and other health- 
care facilities. 


Under Richard Scott, its former 
chief executive, the group became 
the most aggressive acquirer apd 
cost-cutter in the healthcare busi- 
ness, helping to ftiel a wave of con- 
' soli da tl on . and cost-containment 
across the industry. 

.However, the Nashville-based 
company's strategy has unravelled 
in recent months following 
investigations ‘ into "its billing 
practices and the resignation of Mr 
Scott 

Yesterday, Thomas Frist, chair- 
man and chief executive,. unveiled 
a reorganisation Intended to create 
what be called “smaller, mare Inde- 
pendent, community-based net- 
works’*. 


Be added that the company had 
retained Gol dman Sachs to advise 
It an spinning off or restructuring 
a large group of Its hospitals. If 
completed, this could lead to the 
disposal of 109 'hotels with 
combined revenues last year of 
around $4bn, leaving the group 
with 232 hospitals with revenues of 
fUfiblL 

By backing away bran Mr Scott’s 
ambitious Tifttirtnfll plana, Mr Frist 
could help to deflect some of the 
penalties Columbia/HCA could face 
if the accusations about its over- 
b filing axe substantiated. 

His predecessor’s use of the com- 
pany’s market power to squeeze 
rivals created enemies in many, of 



Dow Jones in 
talks with GE 
over TV link 


By Richard Waters in New 
York and John Gapper 
in London 


Thomas Frist aiming to create smaller, community-based networks 


the areas where it operates. The in overhead and administrative 
restructuring is designed to pro- costs while providing greater focus 
dace a “streamlining of our organ!- on each facility's positioning in the 
sational structure and a redaction local community”, said Mr Frist. 


Publicis chief seeks 
True North merger 


By Andrew Jack in Paris 


Publicis, the quoted French 
advertising agency, yester- 
day attacked the acquisition 
plans of its former US part- 
ner, True North, and innfa»»fl 
proposed a merger between 
True North and Publicis’ 
main subsidiary designed to 
create a global group. 

Maurice Ldvy, nhafrmari of 
Publicis, yesterday made 
public a letter which he sent 
to True North on November 
10, proposing a merger 
between True North and 
Publicis Communication In a 
cash and shares deal worth 
$28 for each True North 
share. 

Mr L6vy said he was “dis- 
appointed’* with True 
North’s planned purchase of 
its US competitor, Bozell, 
and warned that he would 
use his 185 per cent stake in 
True North to attempt to 
block the purchase. 

The action is the latest 
step in a long-running feud 
with True North - Publicis’ 


former partner in Europe, 
through the Publids-FCB 
network - which led- to a 
restructuring of the two 
groups’ shareholdings in 
February: 

Following the . changes, 
Publicis bad an 18.5 per cent 
stake in True North, making 
it the largest single investor 
in the US group. It holds 7&5 
par cent of Publicis Commu- 
nications,' which contains 
the French group’s Euro- 
pean activities. True North 
holds the remaining 265 per 
cent in Publicis Communica- 
tions. 

Publicis has made a string 
of international acquisitions 
in the last few months via 
the parent company and out- 
side the orbit of Publicis 
Communications, inrlnriing 
deals in ' Canada, South 
America, Australia, Israel, 
.South Africa and south-east 
Asia. 

. Mr Ldvy said True North’s 
“fundamental strategic 
weakness” had been its “fail- 
ure to establish a global 


Union Pacific I Shake-up 


wares 


tHittfj •/ In y 

By Rtcfaml Tomkine * 
In New Yoric . 
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Union Pacific, the biggest US 
railway company, yesterday 
warned it could make a sub- 
stantial loss in the fourth 
quarter because of the con- 
tinuing cost, of resolving 
problems that have caused 
severe disruption and delays 
to rail transpcpt in tip;. west 
em US. 

It said eamibgs per share 
for the whole year. were 
expected to be lower than 
last year's! but the uncer- 
tainties over the eventual 
cost of the congestion- 
related problems made the 
outlook for the fourth quar- 
ter unclear. 

“Based on various assump- 
tions. fourth-quarter 'results* 
could range from close to 
break-even to a substantial 
loss," the company said. 

Last year. Union Pacific 
reported fourth-quarter net 
profits of $228m, or 93 cents, 
a share, and . the consensus 
forecast of analysts surveyed 
by First Call was for earn- 
ings pea* share of 53 cents a 
share tills time. 

Union .Pacific’s problems 


follow foe. company's $£9bn 
takeover of Southern Pacific 
'Rail, another big railway 
company in the western US, 
last year. Congestion and 
delays started building up ha 
the Houston, Texas, area in 
June, and then spread. 

- Analysts have suggested 
that the problems stem from 
unexpected difficulties in 
merging the two railway 
companies, but Union Pacific 
itself has blamed a shortage 
of .train crews, heavy storms 
that washed away tracks, 
.and a. backlog of freight at 
the Mexican border. 

The delays have brought 
pr otests from several indus- 
tries that rely heavily on rail 
-transport, such as chemical 
manufacturers, and Union. 
'F&dflc fanes the possibility 
of demands for reparations. 

Yesterday, Union Pacific 
said it was making steady 
progress with its service 
recovery plan. Fewer sidings 
were blocked, fewer trains 
delayed for want of a crew, 
.foe Fort Worth/DaHas metro 
complex was operating more 1 
fluidly and operations at 1 
Mexican gateways were near 
normal i 


at MTV 
Europe 


By.AEce Rawsthom 
in London 


MTV Europe, the European 
version of the US video 
mu&e channel, is restrnctur- 
ingits operations to devolve 
more responsibility for pro- 
| gramme -making and schedu- 
ling to its regional services. 

The changes, which will 
involve the loss of about 80 
jobs from its 600-strong 
workforce, form , part of the 
channel’s efforts to 
strengthen its progra mmi ng 
before the launch of rival 
channels cm the new genera- 
tion of digital television 
services. 

Brent Hansen, president 
and chief executive of MTV 
Europe - a subsidiary of 
Viacom, foe US entertain- , 
ment group - said the 
Testructuring was to make I 
the channel “more flexible ; 
and responsive” to the needs : 
of viewers in di ff erent parts 
oi Europe. “We’ve got to 
stay ahead of the game.” be 


AUicdSignal unit 


By Nikki Tait 

In Chicago 


AllledSlgn&l, the New. 
Jersey-based engineering 
group,, said yesterday its 
Prestand automotive care 
products business was buy- 
ing Holt Lloyd, of foe UK, 
for a total of $155m. 

The move is further evi- 
dence of the consolidation 
sweeping the - automotive 
supply industry, especially 
in the US. ' 

Holt Lloyd, which is based 
In Wilmslow, Cheshire,; 
makes branded car waxes, 
sealants, additives, and paint 
products. 

It has annual sales of 
about $!5Qm and employs 
about'640 people at plants in' 
the UK, France, Australia 
and Neyr Zealand. 

Yesterday, Electra Flem- 
ing - which led a manage- 
ment buyout, of Holt Lloyd 
from the Morgan Crucible' 
group -three' years ago -.said 
that it had originally 
intended to hold its shares 
for at least three more years, 
but bad been approached by 
two US groves interested in 
acquiring the UK business, 


of which AJIiedSIgaal was 
one. 

The deal is complicated by 
Holt’s prior agreement to 
boy the European and Asian 
operations of Simoniz, which 
have annual sales of about 
*24m... 

At present, about one-fifth 
of the UK company's sales 
come from the distribution 
of Turtle car waxes, but this 
deal is due to end at the end 
of this year. The aim of foe 
fitmnnig transaction is to 
replace the Turtle sales. ■; 

However, the Simoniz. deal 
will not dose until January, 
.go Allied is buying foe UK 
business with the rights to 
complete . this ' transaction. 
The consideration for foe 
Simoniz purchase is 
induded in the $!66m price:. 

Prestone was acquired by 
Allied earlier this year, form- 
ing part of its automotive 
division. 

David Lundstedt, Presume 
president, said yesterday 
that foe acquisition would 
give the company new retail 
distribution cha nnels in- 
Europe and Asia, and" .pro- 
vide weJMnnown brand 
Barnes '- notably in Japan 


- Eighteen months ago, 
MTV Europe announced 
plans fo abandon its origi- 
nal policy of relaying the 
same schedule across 
Europe in favour of develop- 
ing four regional services. 
The UK has its own service. 
Southern is based in Italy, 
and Central in Germany, 
while Northern is relayed 
across Scandinavia, Benelux 
and eastern Europe. . 

Mr Hansen said those 
changes had already trig- 
gered increases in viewing 
and advertising revenue. 
Same 58m ho mes now have 
access to MTV Europe, 
against 53.6m in March 
1998. Total advertising reve- 
nue had risen by about 10 , 
per emit in the past year, be 
said, with revenue rising fay ( 
140 per cent and 320 per j 
cent in the UK and Italy, 
respectively. 

' Untfl now, much of MTV 
Europe’s programming has 
come from a team at the 
channel’s . corporate head- 
quarters in London. 

I Hie restructuring involves 
red ucing the number of staff 
at MTV Europe's corporate 
I headquarters -from 360 to 
ISO, while increasing the 
number of people employed 
by. foe four regional services 
by a total of 150. Some cen- 
tral staff will transfer to the 
regional operations. 

Each of the four regional 
services will compose -foeir 
owE video playlists and pn> 
cramming schedules. 


Domtex agrees to bid 


By Scott Morrison 
kv Toronto 


presence” and the acquisi- 
tion of Bozell, which is 
largely US-hased. would fori 
titer compound t h is problem. 
He also claimed True North 
was paying too much far 
BozeU. 

Publicis refused to com- 
ment yesterday on any valu- 
ation of PnbHefe- Communi- 
cation, the detailed-nature of 
its offer for True North, or 
whether it had received any 
reply to Mr Levy’s letter. 

However, in an indication 
of the failure of progress, Mr 
L6vy wrote he had o utlined 
the suggestion of a combined 
international network at 
least since a presentation to 
True North’s board in 
November 1995. 

He also hinted at more 
aggressive action if True 
North refused to co-operate, 
stating that “our preferred 
course would he to negotiate 1 
a transaction that can be 
presented to our respective 1 
stockholders and - clients as I 
[an] amicable and joint 
eff ort" 


j Dominion Textile, the 
rin-nnHian producer of tex- 
tiles and neat-woven goods, 
has said it would accept a 
revised C$595m (US$42lm) 
cash takeover offer by US 
rival Polymer Group, ending 
weeks of uncertainty during 
which foe Montreal-based 
group said it was in talks 
with white knights. Polymer 
will also assume about 
C$29Qm in D omini on debt 
The acquisition would bol- 
ster Polymer in the rapidly 
expanding US$1.8bn global 
industry for non-woven 
goods - or “fluff” products - 
used in disposable nappies 


and similar hygiene items. 
The company is already the 
world’s fourth largest in foe 
sector. Polymer raised its 
cash offer by 23 per cent in 
order to secure Dominion 
Textile's fast-growing non- 
woven division. 

Polymer's initial offer of 
C$482m prompted John 
Boland, Dominion chief exec- 
utive, to respond that the bid 
was “ opportunistic" and did 
not reflect the value of foe 
company. Polymer is expec- 
ted to sell Dominion’s textile 
assets, including Klopman 
International . its European 
subsidiary, and its US Swift 
denim division. 

Dominion’s non-woven 
goods operations, which had 


C$1 97m in sales during foe 
company’s last fiscal year, 
would increase Polymer's 
consolidated sales by about 
25 per cent. Polymer 
reported 1996 sales of 
US$521 m and net income of 
US$l4Em before extraordi- 
nary charges. 

Polymer, which already 
owns 14.5 per cent of the 
Canadian company, also 
reduced the minimum ten- 
der condition from 90 per 
cent to 67 per cent of Domin- 
ion’s publicly held shares. 

Dominion has said it 
would welcome other offers, 
but would not solicit any 
competing transactions. 
Polymer’s offer is due to 
expire on November 28. 


Dow Jocks, the US business 
information company, is 
believed to be close to an 
agreement with General 
Electric that would link foe 
two groups' international 
television interests. 

A deal is likely to r ekin dle 
talk of a broader relation- 
ship between the companies, 
which has been rife since 
Dow Jones named three 
powerful outside directors to 
its board in response to 
shareholder displeasure. 

GE is thought to be among 
suitors to have approached 
Dow Jones since it emerged 
early this year that some 
members of the controlling 
Bancroft family were 
unhappy with management 
of foe group, particularly its 
Dow Jones Markets unit 

The television deal is 
expected to Involve Dow 
Jones' two international 
business channels. European 
Business News and Asian 
Business News, in a pro- 
gramming agreement with 
CNBC, the financial televi- 
sion network owned by GE. 

The two loss-making pro- 
gramming units, based in 
London and Singapore, have 
had distribution deals with 
affiliates of TCL foe US cable 
network. However, the deal 
would involve them switch- 


ing to CNBCs international 
outlets. 

Financial Times Televi- 
sion. which is owned by 
Pearson, foe media group, 
stands to lose a programme 
contract with CNBC in 
Europe as a result of the 
deal The contract to supply 
seven hours of programming 
dally nans out in January. 

Colin C hapm an, chief 
executive of FTTV, said yes- 
terday that he expected the 
contra ct not to be renewed. 
FTTV has some smaller pro- 
gramme contracts but foe 
CNBC contract has been its 
most significant deal. 

Dow Jones declined to 
comment on its relationship 
with GE, but said its televi- 
sion division was “not for 
sale". Although a deal with 
GE is believed to be close, 
one person close to both 
sides said it was unlikely to 
come at tomorrow's regu- 
larly scheduled Dow Jones 
board meeting. 

Separately, Dow Jones' 
advisers are understood to 
have had talks with poten- 
tial buyers of the markets 
division In recent weeks. It 
has announced it will con- 
sider alternatives to its 
$650 na Investment plan for 
the unit. This has led to a 
series of overtures to the 
company, with Thomson 
Financial Services, part of 
the Canadian media group, 
among those interested. 



SUBORDINATED 
PERPETUAL CAPnjU. 


Trust provides a platform from which opportunities are 


created and innovative solutions are discovered- Genera I e 


Prtvaie Placements 


Bank, the largest commercial bank in Belgium, made a 


%$.'25 Billion 

. : - MU5. NO Mason 

'* US. $U8 Million 
DMSOMtUiaa 


strategic decision to raise subordinated debt through the 


iBanfcrs'Brist 


issuance of perpetual debt in private markets. Bankers Trust 


anticipated this need and developed an innovative solution, 


including four separate private placements that brought in new investor bases in Europe 


and Japan. This allowed Bankers Trust to complete the transaction at very attractive 


terms. We welcome the opportunity to discuss how we can develop equally innovative 


solutions to your financial challenges. 


A Bankers Trust 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Currency problems hit Thai corporate results 

, i„,«. u+i-hr. Hmp. The olate maker - lost Btl.77bn, era 


By Wiltiam Barnes in Bangkok 

Poor quarterly results from 
Thailand's leading bank, devel- 
oper, construction and record 
companies underlined the damage 
inflicted by a weak currency, soar- 
ing h ad debts and tumbli ng local 
demand on the corporate sector. 

Sriyan Pieterz, head of research 
at SocGen-Crosby in Bangkok, 
said the results signalled the 
decline in operating earnings that 
will start to bite In 1998. 


Bangkok Bank said its audited 
third-quarter profits were 42,8 per 
cent down at Bt2.93bn ($75m). The 
bigger Thai banks, unlike most of 
their customers, made substantial 
foreign exchange gains from the 
baht flotation, and have seen 
flight-to-quality deposit gains and 
increases in Interest income 
recently. However, these have 
been offset by spreading bad debts 
that for Bangkok Bank will 
require a 374 per cent year-on-year 
increase in provisions. 


The near 50 per cent fall in the 
value of the baht since Its flota- 
tion on July 2 has lifted the cost 
of foreign borrowing and provi- 
sioning requirements. 

Domestic demand has also 
slowed in recent months, under- 
lined by the 72L3 per cent drop in 
sales of new vehicles in October 
to a 10-month low. 

The outlook for the nest 12 
months is bleak. Banks will need 
more lump-sum provisions as 
companies succumb to the crisis. 


said Kenneth Ng, banking analyst 
at ING Barings Thai banks. 

Bangkok Hank was a btg lender 
to the once high-flying Alphatec 
Electronics group, which is cur- 
rently $450m behind on payments 
to lenders. 

Siam Commercial Bank said its 
audited net profits fell 13 per cent 
in the third quarter to BtJLCEbn. 

Land & Houses, the biggest 
developer, said its third-quarter 
net results plummeted from 
profits of Bt436m a year ago to a 


loss of Bt3bn .this time. The 
situation is unlikely to Improve in 
the remaining quarter, as the 
company has been hit by 
oversupply in the residential 
property market 

Ital-Thai, the construction 
lead er, reported a Bt2bn loss com- 
pared with a net profit of BtS15m 
in the third quarter of 1996, 
helped mainly by a decline in big 
orders from infrastructure pro- 
jects. 

Srftbai Superware - the plastic 


plate maker - lost Btl.77bn, com- 
pared with a profit of BtlSBm a 
year ago, after a slump in domes- 
tic consumer demand. 

The record company Grammy 

Entertainment has seen business 

hold up well, but foreign 
exchange losses caused a 29 per 
cent drop in third-quarter profits 
to Btnsrn. 

Shinawatra, the communica- 
tions group, lost Bt2.7bn in the 
third quarter after BtS3lm profit 
over the same period in 1996. 


Japan’s rail groups face new burden 

Privatised companies may shoulder more debt if government rewrites rules 


I nvestors in Japan's pri- 
vatised railways may 
soon be paying the price 
or the Japanese govern- 
ment's misreading of the 
property and share markets 
over the last decade. 

The Liberal Democratic 
party’s panel on fiscal and 
structural reform - chaired 
by Ryu taro Hashimoto. the 
prime minister - is this 
week expected to propose a 
solution for the mountain of 
debt left over from the priva- 
tisation 10 years ago of 
Japan's national railway sys- 
tem. There are fears the gov- 
ernment may rewrite the 
rules on the debt burden car- 
ried by the privatised compa- 
nies, despite the impact this 
would have on shareholders 
and investor confidence in 
future privatisations. 

When the debt-laden Japa- 
nese National Railway was 
privatised in 1987. it was 
split into seven companies - 
six regional railways and a 
freight carrier - and a body 
called the Japanese National 
Railway Settlement Corpora- 
tion. The new companies 
started life with a large but 
manageable portion of JNR's 
debts, while JNRSC took on 
the rest of the debt together 
with assets such as JNR- 
owned land and shares in 
the new companies. The 
intention was that land sales 
and flotations would pay off 
most of the debt over 10 
years, after which the 
remainder would become the 
taxpayers' problem. 

However, poor manage- 
ment and the collapse in the 
Japanese stock and property 
markets have meant 
JNRSC's debts have grown 
over the ten years; it now 
has total liabilities of more 
than Y28.000bn t$220bn). 



China groups 
to invest in Lai 
Sun spin-off 


Debt mountain: pressure on government ftumcK means rail gronps that have performed strongly may be penalised 


When JR East. JR West 
and JR Central were floated 
on the Tokyo stock 
exchange, investors were 
told legal liability for the for- 
mer JNR’s debts was limited 
to the amount- they took on 
board at privatisation. The 
three are now profitable and 
making inroads into the 
debt. But the pressure on 
government finances means 
their strong performance 
may be rewarded with a 
hefty penalty. 

The new burden could 
take several forms. One 
option is for the JR compa- 
nies to be pressured “volun- 
tarily" to take on more of 
the old JNR debt A more 
likely outcome Is they will 
be given more responsibility 


for pension provision for for- 
mer JNR employees, which 
accounts for Y&500bn of the 
JNRSC debt Alternatively, 
the government could 
impose a tax on rail travel to 
help H meet the debt repay- 
ments. 

S ince these proposals 
were raised, the JR 
companies have been 
lobbying furiously against 
them, but their arguments 
have met with little sympa- 
thy from the government 
The idea that pain should be 
shared by the entire commu- 
nity is widespread in Japan 
- hut not in international 
financial circles. 

‘This is supposed to be a 
capitalist country," said 


Shigeru Okazaki, analyst at 
SBC Warburg in Tokyo. 
“Doing something like that 
would be ruinous to investor 
confidence." 

In particular, foreign 
investors, who have been 
increasingly important in 
Japan, expect governments 
to protect their investments 
in privatised companies, 
rather than landing them 
with new liabilities. 

The new Labour govern- 
ment in the UK caused out- 
rage with its windfall tax an 
the privatised utilities. The 
difference is that while the 
UK’s privatisation pro- 
gramme has run its course, 
in Japan the imposition of a 
tax after-the-fact could affect 
future floats. 


Future sales of JR compa- 
Dies’ shares are meant to be 
used to pay down the settle- 
ment corporation's debt, but 
the value of those shares 
would be hit by the govern- 
ment’s possible move. For 
example, the 1.5m shares in 
JR East stiD held by JNRSC 
are due to be sold during 
this financial year. Accord- 
ing to projections from SBC 
Warburg, if JR East was 
forced to take on the same 
proportion of the debt bur- 
den as it was in 1987, its 
annual interest charge could 
increase by Y121bn, wiping 
out the forecast Y87bn pre- 
tax profit for the current 
financial year. 


Bethan Hatton 


By Louisa Lucas 
in Hong Kong 

Lai Sun. the Hong 
Kong-based diversified prop- 
sty development and invest- 
ment group, b 8 -* 1 secured two 
mainland strategic investors 
for the proposed USClOOm 
spin-off of its China property 
activities. 

Arms of the Beijing mimic- 
I ipal government and the 
Bank of nhina will both take 
stakes in the newly created 
vehicle, Lai Fung Holdings, 
which Lai Sun says will give 
It access to quality property 
projects and competitively 
priced financing. 

The spin-off is due to go 
ahead later this month, 
depending an market condi- 
tions. The group said it 
would offer 280m shares in 
Lai Fung Holdings, plus an 
additi onal 42m in the event 
of an oversubscription, at an 
issue price of HK$2J30. 

These proposals, foreshad- 
owed by an Issue of convert- 
ible guaranteed bonds three 
years ago. form part of a 
broader restructuring at Lai 
Son aimed at creating more 
clearly defined Investment 
opportunities for investors. 

The group also plans to 
hive off its shares in Asia 
Television, one of the territO: 
ry's two terrestrial stations'. 
Other streamlining moves 
include spinning off the 
hotels portfolio. 

Lai Fung Holdings, which 
{Stains stakes in mainland 
p roperties with an aggregate" 
open-market value of 
HK$5.9bn (US$763m). is 


maiDly active in the 
southern province of Guang- 
dong. It also has interests in 
developments in Sha n ghai, 
and Is looking to Beijing 
Holdings, one of its two stra- , 
tegic investors, to help add 
more developments in the 
capital to its portfolio. 

Beijing Holdings, an arm 
of the Beijing municipal gov- 
ernment and parent com- 
pany of Beijing Enterprises, 
is to take 3-6 per cent of Lai 
Fung’s issued share capital 
immediat ely following com- 
pletion of the share offer. 

Sun Chung Estate Com- 
pany, a wholly owned sub- 
sidiary of Bank of China, has 
agreed to take a 2.1 per cent 
interest. 

Lai Sun said this would 
benefit Lai Fung by giving it 
access to competitively 
priced sources of financing 
for its China development 
activities. 

In addition, directors say. 
it is likely that Sun Chung 
Estate will help the group to 
secure quality property 
development opportunities 
on the mainland. . 

In the year to July 81, Lai 
Fung made a net profit of 
HK$36.13m, down from 
HK$44.89m in the previous 
year. 

Credit Lyonnais Securities 
(Asia) is acting as sponsor 
and global coordinator for 
the share offer. 

Pricing of the shares is 
expected to represent a dis- 
count of at least 15 per cent 
per shate to the pro forma 
net tangible asset value of 
Lai Fung, Lai Sun said. 


Salim buys into Danamon 


By Sander Thoenes 
in Jakarta 

Salim Group, the Indonesian 
conglomerate, will take a 19 per 
cent stake in Bank Danamon, the 
country's second bank, while 
Credit Suisse First Boston. 
Salim's financial adviser, has 
signed a memorandum of under- 
standing to buy 10 per cent of the 
bank pending due diligence and 
pricing negotiations. 

Danamon International, the 
holding company of the Adma- 
jaya family which founded the 
bank, would thereby reduce its 
stake from 48 per cent to 19 per 
cent. 


The bank's shares ended 
unchanged yesterday, following a 
37 per cent surge last week when 
rumours of the deal first leaked 
out 

Salim Group, which Is paying 
nearly Rp297.9bn (S86.6m) for the 
stake, denied reports that it 
planned to merge Danamon with 
its Bank of Central Asia, which is 
Indonesia's largest commercial 
bank. 

BCA faced a rush on its 
accounts last week after rumours 
that Salim's founder, Liem Sioe 
Liang, had died and the bank was 
in finan cial trouble. 

Ba nk Danamon survived a simi- 
lar rush in August and yesterday 


insisted the bank was liquid. 

Many of Indonesia's 200 banks ' 
have been hurt by the liquidity : 
squeeze in recent months and the 
drop of the rupiah, as many had 
unhedged foreign currency loans 
outstanding. 

The Indonesian government 
earlier this month withdrew 16 
licences, sparking a wave of bank 
mergers to fend off further clo- 
sures of banks which foil to meet 
capital ratio requirements. 

Usman Admajaya, who rema in s 
president director of Bank Dana- 
mon, denied reports that he 
would transfer the shares to pay 
off loans for his property pro- 
jects. 


UEM 


By James Kynge 
in Singapore 

UEM, a subsidiary of Renong, 
Malaysia’s largest infrastructure 
firm, yesterday announced that it 
had purchased a 32.6 per cent 
stake in its parent for M$SL34bn 
(US$706-9m). 

Industry analysts could not find 
any operational logic for the deal, 
which they said may have been 
an exercise in raising funds for 
Renong. 

The large infrastructure com- 
pany, which has close ties with 
the government, signalled to stock 
market investors earlier this year 
that it was short of cash when it 



carried out an elaborate scheme 
to dispose of 112m shares in 
another subsidiary, Time Engi- 
neering. It sold the shares to a 
Cayman islands subsidiary for 
MjS54m, with a pledge to buy 
them back after two years if 
necessary. 

Analysts said that Renong’s 
problem was its high gearing and 
the high expectations invested in 
it by the government. It Is taking 
a leading role the building of 
Putrajaya, a M$20bn new adminis- 
trative capital near Kuala Lum- 
pur. and Cyberjaya, a MSlObn city 
near Putrajaya. 

Both cities are prestige projects 
backed by Mahathir Mohamad, 




the prime minister, who is deter- 
mined that they will go ahead. 

For UEM, which built and oper- 
ates the North-South Expressway, 
Malaysia's longest toll road, the 
deal is not regarded as favourable. 

Analysts said the company had 
to borrow to finance the purchase 
and yet it was difficult to see 
where the return would come 
from. 

It was possible, however, that 
Renong may at a later date inject 
a business into UEM, such as 
PUTRA, a light railway system 
nnrter construction in Kuala Lum- 
. pur for M$4u35bn. 

Company executives declined to 
comment. 


Telecoms 

downturn 

hurts 

Kyocera 

By IWcWjro Nakamcto 

In Tokyo 

Kyocera, the Japanese 
manufacturer of cerenri® 
products and high-tech 

equipment, suffered a 

decline in first-half profits 
in the face of slipping 
demand for telecoms equip- 
ment in Japan and for its 
semiconductor parts in over- 
seas markets. 

Group sales in the six 
months to September were 
flat, at Y354J2bn l*2.79bn) 
compared with Y355.1bn, 
while pre-tax profits fell 13 
per cent from Y6l.2bn to 

Y53.4ba. , „ 

Net profits slipped 4 per 
cent to Y24.7bn against 
Y25.7bm 

However. Kyocera expects 
full-year consolidated 
results to be lifted by contri- 
butions from subsidiaries in 
the electronic components 
and telecoms industries. 

Full-year group sales are 
forecast to rise 6 per cent 
to Y755bn. 

pre-tax profits for the 
year are expected to 
increase nearly 19 per emit 
from Y116.4bn to a record 
Y127bn. The previous record 
of Y163.8bn, ach ieved In 
1996, included an extraordi- 
nary profit from the listing 
in New York of AVX, its US 
subsidiary, without which 
profits that year would have 
been Yl25-4bm the company 
said. 

Net profits this year are 
forecast at Y57bn, an 
increase of 25 per cent. 

Kyocera said its first-half 
performance was adversely 
affected by a downturn in 
sales of telecoms equipment 
and a continuing shift 
to plastic semiconductor 
packages. 

In the telecoms market, 
the strong growth in infra- 

■ structure investment in the 
previous first half meant the 

| decline this time was partic- 
ularly sharp. Pricing pres- 
i sores in an increasingly 

■ competitive domestic mar- 
- ket also affected sales, with 

the telecoms division snffer- 
i tag a 30 per cent d e cl ine In 
the six-month period, 
t Hie decline was partly off- 
i set by an improvement at its 
[ telecoms subsidiary DDL the 
long-distance and cellular 
phone operator. 

The electronic components 
division enjoyed a rise in 
the contribution from AVX 
in the US, where sales 
increased 30 per cent in yen 
r- terms. 

Sales in the sector were up 
r- 27 per cent on firm demand 
r, for from the computer and 
te telecoms industries, 
a. Kyocera is investing in 
d facilities to target the grow- 
te ing market for plastic pack- 
te ages for microprocessing 
te units. Fuff-scale production 
of plastic packages is expec- 
it ted to start in the near 
rt future. 

is Meanwhile, advanced 
m CDMA handsets for cellular 
a- phones to be launched in the 
months ahead are expected 
to to stimulate new demand in 
the market 




nsions 







“For the New Rheinmetall Group, 
1997 is the year of expansion into 
new dimensions - magnitudes 
that will result in a quantum leap 
for sales and earnings.” 

Or. Hans U. Brauner, Executive 
Board Chairman, Rheinmetall AG 


Rheinmetall 1997 - an innovative 
Electronics and Mechanical 
Engineering Group expands Into 
a new dimension: sales of DM 
7 billion, a workforce of 29,000, 
profit in excess of DM 100 million. 
A quantum leap. 

Today, Rheinmetall is a leading 
supplier of systems and modules 
in its core business areas, Auto- 
motive Components, Machinery, 
and Defense Technology. By taking 


has acquired additional expertise 
in electronics and has emerged, 
together with Kdbenschmidt, 
Pierburg and the electronics 
know-how of Hirschmann and 
Preh, as one of the world’s major 
suppliers to the auto industry. 

Rheinmetall* objectives include 
the sustained improvement in 
shareholder value and financial 
strength, strategic globalizaton 
and a dividend policy based on 



The New Rheinmetall Group: 

Rheinmetall Bektronik AG 
Industrial Electronics 

STN Atlas Elektronik GmbH 

Defense Electronics 

Rheinmetall Industrie AG 
Defense Technology 

Jagenberg AG 
Machinery 

The new Kofoenschmidt Pierburg AG 
Automotive Components 


RHEINMETALL 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


India’s ‘safe haven’ under threat from Asian turmoil 

Some GDR issues have been cancelled or scaled back as foreign fund managers lose their appetite for emerging markets 


T he tidal wave of finan- 
cial nervousness from 
south-east Asia has 
reached indfo 

MTNL, the state-owned 
telephone company, was last 
week forced to reduce its 
100m share Global Deposi- 
tary Receipt issue, planned 
for December, to 60m shares 
because of weak demand. 
The MTNL issue will now 
raise barely half the $900m 
initially planned. A week 
earlier, state-owned Gas 
Authority of fadiq (Gail) had , 
abandoned a $800m GDR 
issue. 

Meanwhile, share prices 
fell as the rupee slipped 
against the dollar over the 
past two weeks, trigg e ring 

intervention from the 
Reserve Bank of Tnrfia 
Analysts who ha fl earlier 
debated whether India would 
face repercussions are now 


asking how badly it will suf- 
fer and for how long: 

However, India's economy 
is very different from those 
of the south-east Asian 
"tigers’' and is at a different 
stage in its economic cycle. 
It does not have a bulging 
current account deficit, asset 
prices and inflation are mod- 
est, and the cur re ncy is rela- 
tively stable and protected 
from speculators^ 

Many analysts rate India 
as a “safe haven” for Asian 
portfolio investors safe in 
the short term,- and with 
growth prospects as the 
country emerges from indus- 
trial slowdown- 
Some money is stfll flow- 
ing in. On the day that 
the finance ministry 
announced it was abandon-, 
ing the Gail issue, Caspian 
Securities said It had 
secured $TOm fbr a new fund 


investing in. Indian- public 

sector companies. 

But many foreign inves- 
tors - who have suffered big 
losses in southeast Am - 
have little appetite for 
another Asian emerging 
market India is also exposed 


India's privatisation pro- 
gramme. 

Furthermore. India's econ- 
omy has its own problems - 
poor infrastructure, weak 
exports apd a rising fiscal 
deficit 

For a while, it appeared as 


global correction - stock 
markets actually rose on 
Blade Monday in 1987 when 
markets worldwide tumbled 
- but in hindsight it was not 
alarming. 

Nevertheless, the collapse 
of the Gail issue dashed 


Finance ministry officials privately admit the 
target of raising Rs70bn from asset sales by the 
end of the fiscal year now looks ‘unlikely’ 


to redemption pressures on 
pan-Asia funds. 

“It is very difficult for 
fond managers to make a 
case for investing in India 
aggressively, as they are 
bearish on Asia generally” 
says the bead of one invest 
naent bank involved in 


if India had escaped the tur- 
moil. The National Stock 
Exchange MI 8 per cent on 
October' 28 - when Wall 
Street . crashed - and 
rebounded 7 per cent the 
next day as Wall Street 
recovered smartly. It was 
India's first experience of a 


hopes of a complete escape. 
Investors in London - hith- 
erto reasonably happy with 
the unofficial asking price of 
about Rsl50 per underlying 
share - turned bearish. 

Gail's investment bankers 
- BZW, Robert Fleming and 
Morgan Stanley - warned 


fhn government that the sale 
could only go ahead at bar- 
gain-basement prices. India 
scrapped the sale, leaving a 
gap of SSOCftn, cropper cent 

of OP, in its gove rnmen t 
finances. 

Most analysts believe the 
move was the lesser of two 
evils. "No investor sells his 
shares immediately after the 
market has crashed,” said 
P Chidambaram, finance 
minister. But finance minis- 
try officials privately admit 
the target of raising RsTObn 
(SLSbn) from asset sales by 
the end of the fiscal year 
now looks “unlikely”. 

The government can 
hardly be blamed for the 
collapse in demand for Asian 
paper. But the plan to sell 
GDRs in Gail, MTNL, Indian 
Oil and Container 
Corporation in less than six 
months - for a total of more 


than $2bn - was a sking for 
trouble from the start Old 
hands recall that India 
bungled an earlier GDR 
offering for telecoms 
company VSNL - pulling the 
sale, only to return to the 
market at a much lower 
price. 

Lower proceeds from asset 
sales threatens to push up 
India's fiscal deficit. This 
puts enormous pressure on 
DSP Merrill Lynch, Goldman 
Sachs and HSBC, which are 
co-ordinating the MTNL 
issue. With the 
pre-marketing exercise 
complete, MTNL is expected 
to be priced at the beginning 
of December. 

By cutting the initial 
public offering portion of the 
GDR issue, the government 
was able to keep the size of 
its disinvestment untouched. 
But it is still vulnerable to 


demand, which will 
determine the price it gets 
for its shares. If MTNL is 
derailed altogether, India's 
stock markets will react 
sharply. 

Even If MTNL goes 
according to plan. India is 
not out of the woods: 
attention will shift to the 
risk of a managed 
depredation to help india’s 
struggling exporters, and the 
chance of early elections. 
But an MTNL success would 
make it just about possible 
to bring Gail back to the 
market, say in March next 
year, in time for the end of 
the fiscal year. That could 
calm fears about 
government finances, and in 
time give a boost to those 
who keep faith with the 
Indian safe haven. 

Krishna Guha 


Indian IT groups eye Nasdaq listings 




By Paul Taylor 

Some of India’s leading 
information technology 
companies are preparing to 
seek listings on the 
US-based Nasdaq exchange 
next year, reflecting the 
growing confidence of 
India's export-led software 
| development industry. 

Among those likely to 
seek a listing - usually 
through US subsidiaries - 
are HCL, .the country's larg- 
est IT group, Wipro hrfotec 
and Infosys Technology. 

“We need to leverage our 
technology and project man- 
agement skills, " says 
N. R. Mnrthy, chairman of 


Infosys, which is expected to 
take a formal decision on a 
Nasdaq fisting “ with in the 
next few weeks’*. 

Among the main factors 
driving the rush to Wall 
Street are the growing need 
to be able to offer dollar- 
denominated stock options 
to help retain skilled staff, 
overseas acquisition plans 
and the companies ’ desire to 
raise their international 
profile. 

“There is a strong move 
towards globalisation 
within the industry,” says 
Dewang Mehta, executive 
director of the Delhi-based 
National Association of Soft- 
ware and Services Compa- 


nies, who believes at least 
five Indian companies will 
list on Nasdaq in 1998. 

According to the associa- 
tion, which represents the 
bulk of the country's 500 or 
so software companies, 104 
Indian companies have 
established US subsidiaries 
in the past three years - 
many with a view towards a 
possible future fisting. 

Some, like HCL, are pre- 
paring to set up subsidiaries 
in offshore centres and use 
these as springboards for 
seeking Nasdaq listings. 

“We plan to take tills com- 
pany for a listing on Nasdaq 
sometime next year,” says 
Shiv Nadar, chairman of 


HCL. He sees Nasdaq as a 
possible source or funds to 
help him tarn HCL into a 
global software group, both 
through organic growth and 
acquisitions, probably in the 
US. 

Others, including several 
joint venture companies and 
Delhi-based US Infotech, are 
“considering [their] 
options”. Similarly. Banga- 
lore-based BFL Software is 
looking at introducing inter- 
national employee share 
options as a way to reduce 
staff attrition rates, which 
are as high as 25 per cent in 
much of the industry. 

Many young Indian soft- 
ware engineers leave to take 


up jobs paying ten times 
their Indian salaries In the 
US. 

Nevertheless, India's 
offshore software 
development industry has 
grown rapidly in recent 
years, fuelled by the 
growing shortage of 
software professionals in 
the west and by India's 
large, skilled and relatively 
low-cost labour force. 

India’s software exports 
last year totalled more than 
Slbn - a figure which the 
National Association of 
Software and Services 
Companies expects to grow 
to 84bn by the end of the 
decade. 


Sweet return: higher prices helped Kft profits in the sector 

Steep rise in profitability 
at India’s sugar producers 


By Kuna! Bose In .pajcutta 

India's leading sugar 
companies reported sharply 
higher profits In the first 
half of the year. Analysts 
said that the 22 per cent fall 
in Indian sugar production 
to 12.8m tonnes in 199&07 
enabled the mills to bring 
down, the inventory to “man- 
ageable levels" and realise 7 
per cent higher prices in the 
open market 

The government, which 
distributes 40 per cent of 
India’s sugar through ration 
shops with the rest being 
sold on the open market, had 
sanctioned higher prices for 
sugar, which also contrib- 
uted to the profit rise. The 
groups forecast higher prof- 
its in the second halt which 
coincides with the busy 
crushing, period - from. 
November to March. 


... Balrampnr Chini Mills, 
the country's most profitable 
sugar group, surprised inves- 
tors with a stnmgw-thane®- 
pected increase in profits. 

. Pre-tax profits rose 66.65 per 
cent to Rs26Qm ($7.0Bmj on 
sales up 38A7 per cent to 
RsLSSbn. Other income rose 
to Rs34m from Rs20.2m. Net 
profits were up.67,71 jw emit 
to Rsl66.7m after booking a 
loss of Rsl2m on past invest- 
ment Earnings per share 
rose to Rs8-89 from Rs6JS. 

Analysts say - that the 
group, whose crushing 
capacity rose to 20,000 
tonnes of cane a day fallow- 
ing - the acquisition of 
Babhnan Sugar, is poised to 
see net profits rise to nearly 
Rs4O0m In 1997-98 from 
Rs9-94 a year earlier. “This is 
because while the industry's 
output in the current season 
is set to fell 6J5 per cent to 


. 12m. .tonnes, Balrampnr 
. Chini should be able to 
maintain production at least 
level with last year's 2194)00 
tonnes,” said Mr Qm Dha- 
nuka, an industry analyst 
“The group has one of the 
beat sugar recovery rates 
from cane In the industry 
and there is no shortfall In 
cane in its command area.” 

Thlru Arooran Sugars 
posted pre-tax profits up 217 
per cent to Rsl93, even 
though sales fell 9.38 per 
cent to Rs630m. Expenditure 
fell 36.47 per cent to Rs450m. 
Earnings per share rose to 
Rs6jB6 frum.Rs0.52. 

KCP Sugar & Industries 
said pre-tax profits Jumped 

96-27 pm- cent to Bs8©.66m. 
Sales rose 7 per cent to 
Rs992xn. Net profits more 
than doubled to Rs4S.97m. 
Earnings per share rose to 
Rs3J8 frumRsLSL 
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Turnover for the third quarter of 1997 

The consolidated turnover for the tfiirri quarter of 1997 amounted to FRF 15.5 bilffon, 
compared to FRF IS billion for the third quarter of 1996. The increase on a comparable 
basis Is 7.6%. • 

" " 3rd quarter 3nt quarter a ^Sa5e 

in FRF mesons _ . 1996 a “E* 8 


tnFRFmttons 
Hat Carbon Steels 

Stainless Steel and A&oys 


Other Activities 


8,777 

3£41 

3,131 

169 

-531 


+ 7.6% 


The main change in tiie Group’s structure is the deconsolidation of vaflourec (Otner 

Activifies), wvtuch occufTBd on 

For the three core activities of the Group, tiie increase in the tu rnover between the 
3id quarter 1 996 and the 3rd quarter 1 997 is due to a significant increase fai votaries, the 
effect of which Is compoimded by an Improvement In the product mix (corrWned effect 
Rat Carbon Steels 44.3% Stainless. Steel and AHoys +&3% Specialty Steels +10.4%), 

. . . . . 1.. / ..o ilV.t «ul MdnlflM OtAAl 


The turnover far the firsts months of 1997 amounted to FW 54 Hlton, compared to 


test September It results from high vot me&, corresponding fa a Ml use of production 
capacities, and a progressive Improvement in avaage sefltng ptass. Such improvement 
should also be reflected to the turnover for Uia 4th quarter, to partk^v^ respect to 
Rat Carbon Steels. 

hmstor RatttkHU t*U (33-1) 41 25 9896 - f*X (33-1) 41 Zi 97 80 
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New and established investors turn to J.P. Morgan 
for our rigorous research on emerging markers 
because they know we deliver more. More 
information to unravel fhe complexifies. More 
analysis to highlight risk-return opportunities. 

More fools to identify market inefficiencies. 

With analysts and economists around the worid, 

J.P. Morgan brings a developed-market perspective 
to its comprehensive coverage of products and asset 
classes in emerging markets across Asia, Africa, 
Europe, and Latin America. Information, education, 
and customized advice designed to "help our clients 
get business done has made us the acknowledged 
leader in emerging markets research. 

www.jpmorgan.com/research 
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Chancellor asked to state publicly that the current level of the pound is unrealistic 

British Steel lobbies over sterling 


By Peter Marsh 

British Steel yesterday 
issued a fresh plea to the 
government to “talk down” 
the pound to reduce the 
Impact on manufacturing. 
Sir Brian Moffat, c frai r rna hu 
said sterling's strength was 
the main factor behind a 45 
per cent fall in first-half 
pre-tax profits to £143m 
($241. 7m). 

Sir Brian said the Trea- 
sury hart informed Him that 
nest year the pound was 


likely to start to fall, follow- 
ing its 23 per cent rise 
against a trade-weighted bas- 
ket of currencies since 
August last year. 

However, BS believes this 
might be too late to help the 
company, which made £lbn 
in profits in 1995-96. "God 
knows what will happen (to 
sterling] in the coming 
year,” said Sir Brian. 

He has written to Gordon 
Brown, the chancellor, ask- 
ing him to state publicly 
that the pound at its current 


level of about DB£L9 Is unre- 
alistic. Sr Brian also critic- 
ised Mr Brown fin- failing to 
keep open the UK's options 
far joining a single currency 
before 2002 - which BS 
believes Is unlikely to lead to 
the pound failing quickly to 
what it regards a “realistic" 
level of about DM225. 

BS is also accelerating 
moves to cut costs, both 
through job losses and 
increasing efficiency among 
suppliers. Since April, 500 
staff have been shed: a fur- 


ther 1*500 are expected to go 
by the end of next year. 
Employees total about 
50,000. with 40,000 in the UK. 

In tiie six months to Sep- 
tember 27. BS saw sales drop 
7 per cent to £3.4bn while 
earnings per share fall 45 per 
cent to 4.75p (828p). Deliv- 
eries in volume terms rose 4 
per cent in the first half, 
while operating costs fall 4 
per cent The interim divi- 
dend is held at 3p. 

The profits - at the top 
end of expectations - were 


described as "creditable” by 
Sir Brian. "Without the 
pound's rise, this would 
have been a good first half" 
he said. 

Mast of the company’s 
steel plants are waiting at 
full capacity - a result of 
gt ra ng deman d in compa- 
ny's main markets in the UK 

and nnnHwpntal Europe. 

Analysts estimate that *hb 
company's pre-tax figure wffl 
come in at £300m (£45 lm) 
this year, then staying at 
about £300m in 1998-99. 



SBr Brian Moffat: a plea 


Acquisition of Macmillan medical magazines and exhibitions 

Emap purchase 
for £102m 


By John Gapper, 

Media Editor 

Emap, the publishing and 
radio group, yesterday 
announced the £102m 
( 8172 . 4 m) acquisition of med- 
ical magazines and exhibi- 
tions owned by Macmillan 
Magazines as part of an 
effort to reinforce strong 
growth in its mnaiimar mag- 
azine arm. 

Emap said it had agreed to 
pay £S5m, plus an additional 
sum of up to £17 3m depend- 
ing on performance, for 
three weekly and three 
monthly titles led by Nurs- 
ing Times and Health Ser- 
vices Journal, and related 
conferences and exhibitions. 

The group announced the 
deal along with interim 
results for the six months to 
September 30. Pre-tax prof- 
its, adjusted for the disposal 
of newspaper operations last 
year, increased by 27 per 
cent from £51-5m to £64m. 
Group turnover for continu- 
ing businesses rose 4 per 
cent to £376. lm (£S6L7m). 

Robin Miller, Emap’s chief 
executive, warned that 
growth in second-half profits 


was likely to be weaker 
because the group had been 
gaining from an unusual 
combination of failing news- 
print prices and strong 
advertising growth. 

"We have been in a quite 
unique situation where 
advertising growth is grow- 
ing strongly, and newsprint 
costs have declined. This has 
been a wonderful period, but 
it is coming to an end, and it 
may already have done so.” 

Mr Miller said the Mac- 
millan magazines in effect 
replaced a group of 14 non- 
core titles sold last year to 
Quantum. 

He said Emap expected to 
lose £i5m this year in 
starting up new titles such 
as Red, a woman's ma garinp 
planned for the new year. It 
was using the current 
strength of trading condi- 
tions to reinforce current 
titles and create new ones. 

Operating profits in UK 
consumer magazines led the 
results, with operating prof- 
its rising to £2&3m (£19 -9m). 
Turnover in the division 
rose 22 per cent to £I41m. 

Mr MOler said Emap was 
considering further expan- 



Robin Mfilen warned of secondhalf slowdown 


sion into television. 

The group continued to 
muB expansion into the US 
magazine market, but had 
no immediate p lana. "Amer- 
ica is a seductive place, and 


one needs to be cautious 
about anything seductive in 
my experience," Mr Miller 
said. 

The shares closed 5p up at 
906 -5p. 


Virgin set to 
launch internet 
sales service 


By Paul Taylor 

Richard Branson’s Virgin 
Group plans to launch a 
range of electronic shopping 
services, including compact 
discs, books nr| rt fmnnr-ial 

products on the internet 
from January. 

Virgin Megastores will be 
thA first Virgin brand rmUno* 
selling CDs. videos, com- 
puter software and books - 
all at discount prices to 
those in the 

Mr Branson said yesterday 
that his travel companies 
and financial services would 
follow quickly Enabling con- 
sumers to purchase rail and 
air tickets anti manage their 
financial affaire onlin e “Ifre 

internet electronic com- 
merce revolution is just 
around the comer," be said. 

"People will eventually be 
able to bank, invest, arrange 
a pension or life insurance 

anri manage their mortgage 
online,” he said, predicting 
that, "banks as we know 
tHpm, will very likely disap- 
pear". 

The Virgin Chair man was 


speaking at an event staged 
to mark, the first anniversary 
of the launch of Virgin Net, 
the group's internet service 
provider which now has 
almost 80,000 subscribers. 

Ur Branson acknowl- 
edged, however, that inter- 
net retailing “had to add" 
something. Goods car services 
sold over the net would have 
to be cheaper than those 
sold through physical out- 
lets, raising the possibility 
that existing retail ffhannrit 
would be cannihaBwrt- 

He also announced the 
inunrh of msasuxes to allay 
consumers fears about shop- 
ping at electronic malls. Vir- 
gin would launch a new ' ser- 
vice dubbed its “secure 
shopping guarantee" built 
around a s ecure electronic 
transaction (SET) standards. 

tit raartca added that Vir- 
gin Net was considering 
marketing a set-top box cost- 
ing about £200 ($338) and 
providing users with inter- 
net access through their tele- 
visions. The company was in 
supply discussions with “a 
number of companies". 


LAND SECURITIES PLC 

(InonpB(HMfiflhCriritodiabi%kiEngiand 
undertha Companies Act 1948) 
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£175,000,000 

9% per cent Convertible Bonds Due 2004 

(the "Bonds") 

NOTICE OF EARLY REDEMPTION OFTHE BONOS 
ATTHE OPTION OF THE ISSUER 

NOTICE IS HEREBY GIVEN that. In accordance with Condition 
6(b) ot the Bonds, the average of the dosing prices ot an 
Ordinary Share of the Issuer as derived from the London Stock 
Exchange Daity Official List for the 30 consecutive dealing days 
during the period up to and Including the tenth day prior to the 
date on which this notice is given having been at least 130 per 
cent of the average of the Conversion Price (as defined In 
Condition 7 of the Bands) In effect on each such dealing day, 
the Issuer wUt redeem all outstanding Bonds on 14th January. 
1998 (the "Redemption Date") at their principal amount (the 
"Redemption Price”) together with accrued Interest to the 
Redemption Date. The Bonds are constituted by a Trust Deed 

dated 31st August, 1989. 

Payment of the Redemption Price and interest payable an 
redemption wffl be made against surrender of the Bonds at the 
specified office of any ct the Paying and Conversion Agents 
listed below. Bonds should be presented for payment together 
wftft ail relevant unmatured Coupons, faflfng which, the amount 
of any such missing unmatured Coupon will be deducted from 
the sum due for payment Each amounj of princfaal so 
deducted wiB be paid to the manner mentioned above against 
surrender of the relevant missing Coupon not later than five 
years from the data for payment specified on such Coupon. 
Bonds and Coupons wW became void unless presented for 
payment within periods ot ten years and five years respectively 
from the Relevant Date in respect thereof (as defined In 
Condition 9 of the Bonds). 

Notwithstanding the foregoing, the holder of any Bond has the 
right (the ■Conversion Right”) at any time, subject to any 
applicable fiscal or other laws or regulations, in to and 
induing the dose of business on Sth January, 1998 (being the 
seventh business day prior to the Redemption Date) to convert 
the principal amount of such Bond into fully paid registered 
Ordinary Shares of the Issuer. The Conversion Right may be 
exercised by the Bondholder delivering the Bond at the offices 
of any of , the *** Conversion Agents fisted befow, 

accompanied by a duly signed and completed notice of 
conversion which shall be irrevocable in the term obtainable 
from ttw specified office of a Paying and Conversion Agent 
listed Detow. 

The price at which Ordinary Shares shall be Issued upon 
conversion shall be 74Sp per Ordinary Share. The c lo si ng 
mk We market price of the Ordinary Shares at the dose of 
budnew on toe London Stock Exchange on 14th November. 
1997 (being the last practicable day before publication of this 
notice) was 962p. Ordinary Shares Issued upon conversion 
will be registered as of the relevant Convention Date (as 
determined pursuant to Condition 7 of the Bonds) In the name 
of the holder of the Bond completing toe notice of conversion or 

hte nominee (save that no Oidtoaiy Shares win be issued to or 

In the name of arty person whose business is or tedudas the 
provision of clearance services tor toe purchase and safe of 

securities or a nominee of that person) and will rank pari passu 

In bH respects with the fufly paid Orcfinary Shares in Issue on 
such Conversion Date save that they will not be entitled to any 
(fivtoends or other distributions declared or paid or made either 
in rasped of financial periods ended on or prior to such 
Conversion Date or by reference to a record date prior to such 
Conversion Date. 

The holder of any Bond wishing to exercise the Conversion 
Right and be entitled to toe Interim dividend payable by toe 

Issuer in relied of Its &sued Ordirtefy Shares in respect of the 

financial period ending 3lst March, 1998 must exercise toe 
Conversion Right on or before 5th December, 1997. being toe 

record date therefor. No payment or ad] ustmantwW be made on 
conversion lor Interest accrued on any Bond since toe 31st July, 
1997. This notice does not affect toe holders of K»s per oent 
Exchange Bonds Due 2004 erf the Issuer. 
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Deals mark change in attitudes 
on both sides of Russian border 


By Cteystia Freeland in 
Moscow and Arkady 
Ostrovsky in London 

Just a few years ago. 
Russian companies were 
often hostile to the west and 
seemed unable to cape with 
its way of business. 

Western companies were 
equally aloof. Their fear of 
political instability and the 
often savage rules of Rus- 
sia's young capitalism, 
meant that last year Peru 
attracted more direct foreign 
Investment than Russia. 

The deals between British 
Petroleum, Shell and their 
Russian partners mark a 
sharp change in attitudes on 
both sides of the Russian 
border. 

“ This is a seminal event 
and a milestone for Russia 
and its oil industry," said 
Stephen O’Sullivan, oil ana- 
lyst at MC Securities. "Rus- 
sia is seen as a politically 


and economically more sta- 
ble country.” 

The two-fold signal of con- 
fidence comes at a particu- 
larly welcome tune for Rus- 
sia, which Is still reeling 
f ro m the international mar- 
ket turmoil which has sent 
many portfolio investors 
scurrying home and sharply 
depressed Russian shares. 

Both Shell and BP have 
chosen powerful, but very 
different, partners. By virtue 
of its vast fossil fuel 
reserves, Gazprom, which 
less than 10 years ago was 
still a Soviet ministry, is the 
titan of the Russian econ- 
omy. 

Still dominated by its Sovi- 
et-era managers, Gazprom Is 
often caricatured as a 
redoubt of cryptoeommunist 
apparatchiks. 

But recently that accusa- 
tion. has begun to ring . hol- 
low, as Gazprom has sought 
to restructure itself and 


attract foreign capital, bor- 
rowing $Sbn abroad over the 
last 12 months. 

With Cidanco, BP has cho- 
sen a partner of a very dif- 
ferent sort Purchased in the 
much criticised shares -for- 
loans privatisation, it is the 
finest asset of Oneximbank. 
the most powerful of the 
financial industrial groups 
which have sprung up in 
Russia since the collapse of 

Vladimir Potanin, the 
head of Oneximbank, has 
emerged as the most savvy 
of Russia's young magnates, 
distinguishing himself fr npi 
his rivals by realising early 
an that he needed to bring in 
western partners to restruc- 
ture his holdings. 

Cidanco itself is now run 
by a former Shell executive. 

In their choice of partners, 
Shell and BP have automati- 
cally plunged into the fierce 
battle for political and eco- 


nomic power in the new Rus- 
sia. a contest in which Gaz- 
prom and Oneximbank are 
fierce rivals. 

Their animosity has an 
open political expression 
with Gazprom closely linked 
to Victor Chernomyrdin, the 
Russian prime minister, and 
Oneximbank seen as an ally 
of Anatoly Chubais, the 
embattled first deputy prime 
minister. 

Over the next few months, 
these two new Russo-Britiah 
partnerships will go head-to- 
head over the most precious 
piece of the Russian patri- 
mony stffl. left on the auction 
block: Rosneft, Russia's 
largest state-owned ofi. com- 
pany. 

Both teams have said they 
will hid for Rosneft, and the 
competi ti on, whi^fr ha # rnme 
to dominate Russian politi- 
cal life, will be an early test 
of the relative might of these 
two new alliances. 


Unigate chief warns of change 


By ARson Maitland 

The long-awaited consol- 
idation is the dairy sector is 
likely to take place in the 
next year. Sir Rosi: Back- 
land, chief executive of Uni- 
gate, said yesterday. 

Sir Ross was speaking 
after the food and distribu- 
tion group reported a 9.6 per 
cent rise in interim profits 
before tax and exceptional 
to £66.4m (SI 12m). at the top 
end of expectations. Turn- 
over was virtually 

unchanged at £L 18 bn. 

He said the profitability of 
liquid milk sales to super- 
markets remained inade- 


quate. with too many sellers 
in the market. 

Fierce co m pe titi on forced 
Unigate to pass os most of 
the 2p per litre fall in the 
raw milk price In October. 
"The problem is not with 
the retailers, it's the idiocy 
of the manufacturers. 

“We continue to believe 
that industry consolidation 
is needed in tills area.” he 
said. 

However, he disagreed 
with the strateg y of a unilat- 
eral demerger of the dairy 
business, a possibility being 
talked about for Northern 
Foods. 

He said: “We don’t see it 


adds value for sharehold- 
ers.” 

Sir Ross said the board 
had ruled out a share buy- 
back, when asked what Uni- 
gate planned to do with its 
cash pile, which reached 
£169m at tiie end of the half 
year to September 8a This 
decision had the agreement 
of shareholders, he added. 
“We have concluded the 
opportunities hi acquisition 
terms are such that we can 
invest that money wisely," 
he said. 

Sir Ross also Joined con- 
demnation of the recent 
move into cheese processing 
by Milk Marque, the domi- 


nant milk supplier. He said 
tt would be “highly appro- 
priate" for the Office of Fair 
Trading to take action 
against the farmers' co-oper- 
ative. 

Earnings per share before 

exoeptionals rose 10 par asst 

to 2(L9p. The Interim divi- 
dend is up 7 per cent at 7.5p. 

Expectations are far fall- 
year profits of about £142m 
(£130m), giving a prospec- 
tive multiple of 13-5. This 
discount to the market is 
unlikely to change much 
until Uhigate’s rate in the 
coming consolidation of the 
dairy industry becomes 
dear. 
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NEWS DIGEST 


Barclays cools 
on NatWest deal 

Barclays Is understood to have backed away from aw 
thoughts it may once have had of p ursuin g for a merger 
with National Westminster Bank, its principal UK rivaL 
Both Andrew Buxton, Barclays chairman, and Martin 
Taylor, its ebipf executive, believe the competition 
rihsfrdeg to a merger are likely to ease once the European 
single market matures. 

But the idea that the time is ripe, always a faint 

prospect, come to be widely regarded as unrealistic. 1 


suppose one should never say never, but I don“ think 
‘imminent’ would be quite appropriate," mused one 
Barclays executive. 

JP Morgan, the US-baaed investment bank, did some 
work for Barclays on the idea of a big domestic banking 
merger. But after a brief conversation several months ago 
between Mr Taylor and Derek Wanless, his opposite 
number at NatWast, the Idea has gone no further. 

The o bstacles to a merger would be considerable. 
NatWest and Barclays combined would handle about 53 
per of MTiflU and medium-sized business bank 
accounts in the UK. It would also have about 40 per cent 
of the UK's personal current accounts and the same 
percentage of its credit cards. It would also control more 
than 64 per cent of retailers’ card payment processing. 

with combined of nearly £10hn ($l&9bc0 last 

year, the two banks have enough overlap to offer & 
tantadising target for cost-cutting. George Graham 

Racal considers options 

Rflr»a? Electronics is considering several options for the 
future of its telecommunications and data management 
subsidiary undergoing a strategic review. These are 
understood to include a management buy-in and an 
alliance with Scottish Telecom, the telephone subsi d iary 
of Scottish Power. 

The MBI proposal is being led by Duncan Lewis, the 
former Granada and Mercury Communications executive, 
ami hqcfcffrt by Schroder Ventures. The consortium is also 
understood to be Interested in including the Florida-based 
data products division in its financing initiative. 

Racal has been in the process of turning the lossmaking 
business round with the of eventually floating it on 
Nasdaq. The company said yesterday that an IPO 
remained an option. 

Analysts have suggested a value of £40Qm-£500m far the 
tripenws arm, which last year marta operating profits of 
£43m on sales of £260m. 

Racal yesterday announced a contract to supply 
h atflgfle lri radios to the Saudi Arabian, army. The order 
would be worth “well in excess of £100 m over the next 10 
years.” Christopher Price 

ABF seeks Spillers clearance 

Associated British Foods has applied to the Office of Fair 
Trading for clearance on a possible bid for Spillers, the 
flour miffing business of Dalgety. Sp filers is part of 
Dalgety’s ingredients division, put up for sale along with 
its US food distribution group in September. 

Garry Weston, ABF chairman, said this month he was 
interested in the ingredients division, which analysts 
expect to raise £250m-£300m fix: Dalgety. Spillers could 
raise £7Qm-£8Qm. Interest in the division is reported to be 
intense, with more than 40 companies asking for details. 
Potential bidders are said to include Kerry and Greencore 
of Ireland and Archer Daniels Midlan d of th e US. 
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NORTH AMERICAN BUSINESS LOCATIONS 

Tax breaks to draw inward investors 
are part of an arsenal used by rival 

regions, savs Richard Waters -' *»- . .: .*«« J *■""«»*. ■. .-. «*» 
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Against a background of 
intense competition between 
US states, the case of Mer- 
cedes Benz has become 
something of a cause celebre 
in economic development 
circles - an example of both 
the big gains that can flow 
from inward investment, as 
well as the huge finanHa t 
and political costs. 

Unto this summer, it was 
the costs that were most 
apparent. In bidding to 
become the home for the 
German company's first 
overseas manufacturing 
plant, Alabama - not known 
for its engineering prowess - 
paid a steep price. Economic 
development agencies 
around the country still 
point to the $253m of tax 
breaks associated with this 
deal as a high-water mark in 
the annals of state aid. 

In recent weeks, Alaba- 
ma’s taxpayers have consid- 
ered the results of their lar- 
gesse. Mercedes* first sport 
utility vehicle rolled off the 
production line in Vance this 
summer to an adoring pub- 
lic. It has become the latest 
“hot” vehicle among Ameri- 
can 40-samething5 - an echo, 
in fact, of the experience of 
BMW’s first roadster when it 
emerged from that compa- 
ny’s South Carolina plant 
last year. 

The Mercedes case illus- 
trates three things about the 
US in the late 1990s. 

One is that the country 
has leapt back into conten- 
tion as a manufacturing 
location. Productivity 
growth in manufacturing 
industry has been running 
at a moderate, if hardly spec- 
tacular, rate of Just over 2 
per cent a year. But the long 
slide of the dollar - though 


partly reversed recently - 
has contributed to mah-mg 
the US a low-cost manufitc- 
taring base. 

At the same time, invest- 
ments by companies like 
Mercedes and BMW have 
demonstrated a new confi- 
dence in American manufac- 
turing quality - a far cry 
from the early 1980s. when 
the country had fatten far 
behind German or Japanese 
rivals in this regard. Longer- 
established automobile 
plants stffl lag in terms of 
quality and productivity, but 
the gap is narrowing. 

The revival of US competi- 
tiveness has shown up in 
most international attempts 
to assess the relative eco- 
nomic strengths of nations. 
The World Economic 
Forum’s latest annual world 
competitiveness report, for 
instance, puts the US behind 
only Hong Kong and Singa- 
pore when, ranked on its 
ability to generate wealth in 
world markets. 

The second message from 
Mercedes* experience is that 
the US has provided a 
vibrant domestic market at a 
time when most other devel- 
oped economies have been 
stuck in a rut. While 
Europe’s automobile indus- 
try faces excess capacity, 
new vehicle sales in the US 
have been hamming along at 
a steady pace. 

The and openness of 
the economy has drawn a 
steadily rising flow of for- 
eign direct investment to the 
country, an area in which 
the US tops all other 
nations. 

The third lesson' from Alar 
bama is that the pattern of 
regional economic develop- 
ment is no longer as predict- 


able as it once was. States 
across the south have scored 
same of the more notable 
victories in securing new 
investment in the automo- 
tive industry in recent years: 
but the midwest Vmg shaken 
off its 'frost belt” image to 
win some big new invest- 
ments of its own, belying the 
notion that its unionised 
workforce and higher cost 
base has undermined its 
competitiveness. 

The most notable example 
tKig year b aB been Chrysler's 
decision to build a new 
£L2bn Jeep plant on the site 
of an existing, ramshackle 
one in Toledo, Ohio - though 
only after concessions from 
the local United Autowork- 
ers union, which has agreed 
to a more flexible labour 
contract which would allow 
the company to impose man- 
datory overtime. 

If new car or steel plants 
can seemingly spring up 
anywhere, the same is true 
of other industries. The 
rapid growth of the high 
technology industry, which 
has contributed to US eco- 
nomic growth to a dispropor- 
tionate degree in the 1990s, 
has forced manufacturers to 
look beyond their traditional 
centres of production to 
develop new pools of work- 
ers. whether for microchips 
(three recent projects in Vir- 
ginia) or computer network- 
ing equipment (a 3Com plant 
Just announced in Illinois.) 

In a country where the 
unemployment rate has 
fallen to 4.7 per cent, labour 
considerations have become 
a crucial factor in deciding 
where to place a business. - 

“It is becoming more diffi- 
cult to find an area with an 
untapped labour force,” says 
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Larry Maretti of Fantas Con- 
sulting, the relocation con- 
sulting arm of Deloitte & 
Touche. 

One result of that has been 
a narrowing of the regional 
differentials between items 
such as labour and housing 
costs, he adds. 

The generally high 
employment levels around 
the country do not tell the 
full stray. Many states are 
still fighting to replace low- 
er-paying jobs - which they 
may be in danger of losing 
eventually - with the sort of 
employment that can sup- 
port a higher standard of liv- 
ing. What jobs remain in 
industries such as textiles 
look mare fragile than ever, 
in recent weeks, both Levi 
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Strauss and Fruit of the 
Loom have announced the 
closure of US plants, mainly 
in southern states. 

Meanwhile, the country's 
tight labour market has 
helped to make job training 
one of the incentives in the 
battle to attract investment. 

Financial inducements 
remain high. Ihe new Chrys- 
ler plant, which will employ 
around 4,500, attracted 
$232m in city and state tax 
benefits — though the capital 
investment and number of 
jobs involved are far larger 
than those linked to the Mer- 
cedes plant In Alabama. 

Other types of incentive 
have become just as impor- 
tant Wayne Sterling, bead 
of economic development in 


Virginia, says one of the 
most attractive to employers 
is the willingness of a state 
to train potential workers 
before the new investment is 
even made, assuring the 
incoming company of a pool 
of talent 

That In tarn, points to 
one of the issues which most 
concerns employers in the 
US: that while the level of 
university education is gen- 
erally hi g h , too may children 
emerge at an earlier stage 
from the school system ill- 
equipped for work. The 
Council on Competitiveness, 
a body established in the 
mid-1980s to assess Ameri- 
can international competi- 
tiveness, listed the poor 
returns from the country’s 


spending on education as an 
area in which it remains vul- 
nerable. The verbal and 
mathematical aptitude of 
children finishing high 
school remains below the 
levels reached in the 1960s 
and 1970s, despite some 
improvement in the 1990s. 

On some other measures 
of social achievement, the 
US now scores far higher 
than ever. Among the most 
remarkable been the 
reversal, in a number of 
cities, at the slide that had 
threatened to drive business 
away from their downtown 
areas fra: good. Crime levels 
are down nationally, and 
vacancy rates in some of the 
more chronically depressed 
office markets have lifted. 


For hollowed-out cities 
like Detroit, reversing the 
long spiral of inner city 
deprivation may simply 
prove too big a task. But oth- 
ers. from Baltimore to Cleve- 
land, have built a revival by 
using new civic projects as 
anchors to attract residents 
and businesses back from 
the suburbs. 

The latest symbol of this 
reversal is New York, once 
famous for its decaying 
infrastructure and spiralling 
crime problem. The Big 
Apple is now America’s Most 
Improved City, according to 
a study by Arthur Andersen 
and Fortune, thanks to its 
“cleaner streets, lower crime 
rates and shiny storefronts,” 
buiTding new self-confidence. 
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Discover Virginia. You won’t be the first British companie to do so. 


King James I obviously had a good head for business. It was by his ordinance that the a harmonious working relationship. And they appreciate the access to major American 

Virginia Companie set up shop on the shores of Virginia's James River in 1607 Nearly 400 markets offered by such gateways as Washington Dulles International Airport and The Pbrt 

years later, British companies are still finding commercial success here. The/re attracted of Virginia. Rarhaps rt's time you discovered the 

by the quality and depth of our workforce, in a state where labour and management enjoy advantages of doing business in the New World 




Contact Andrew F. Flores, CEO, Director, International Trade & Investment Devetepment Virg'nia Economic Development Partnership; RO. Box 79B, Richmond Virginia. 121 1 B. USA, 804-37 1 -063Z Fax 804-37 1 -BBbO. www.YesVjrginia.org. 
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CANADA • by Scott Morrison in Toronto 


iS* 


Tax and currency advantages 


The ‘true north’ is 
one of the most 
competitive 
locations for R&D 
facilities 


When Pasteur Merieux 
Connaught, the world’s larg- 
est vaccine manufacturer, 
announced this year it was 
Investing C$350m in a Cana- 
dian-based initiative to 
develop a cancer vaccine, 
the French company said it 
was heavily influenced by 
federal government incen- 
tives. 

The project, involving 
research centres, universi- 
ties, hospitals and medium- 
sized biotechnology compa- 
nies across Canada, will ben- 
efit from a CS60m repayable 
investment from the federal 
government's Technology 
Partnerships program. The 
research and development 
incentive is one of many 
available to corporations 
which are rapidly discover- 
ing the attractiveness of 
Canada as a location for 
RAD operations. . 

The government of Jean 
Chretien, the prime minis- 
ter, has stressed that prepar- 
ing for - and attracting 
investment in - innovative, 
knowledge-intensive indus- 
tries is crucial to the coun- 
try Tnaiwtainiwg its competi- 
tiveness in the global 
economy. 

To further that end, the 
federal government offers 
100 par cent deductibility of 
current expenses and most 
capital R&D expenses, as 
well as a refundable tax 
credit ranging from between 
20-30 per cent of research 
and development expendi- 
tures. These incentives, as 
well as other federal and 
provincial programmes, have 
made Canada one of the 
mast competitive countries 
in which to establish a BAD 
facility, according to the 
OECD. 

Stuart MacKay, a partner 
at KPMG Canada, said cor- 
porations taking advantage 
of available R&D Incentives 
could end up paying as little 
as one to two per cent in 
taxes. 

Canada's cost advantage, 
however, is not limited to 


R&D intensive industries, 
according to a recent KPMG 
study. It found the cost of 
doing business in capital-in- 
tensive industries is also 
cheaper in Canada than in 
the US and five western 
European nations. 

The study looked at the 
cost to a medium-sized enter- 
prise of establishing a green 
fields facility on a five- to 
10-acre site in a suburban 
area zoned for light- to medi- 
um-sized industrial activity. 
It discovered that the 14 
least expensive cities in the 
42-city study were Canadian, 
with the four cheapest sites 
being St John's. Halifax, 
Charlottetown and Moncton, 
all in Atlantic provinces. 

Nationally, Canadian costs 
were 5.4 per cent less than in 
the US and 11.8 per cent less 
than Germany, when calcu- 
lating the 10-year average of 
expenditures, including ini- 
tial investment labour and 
telecommunication costs as 
well as interest and depreda- 
tion charges and tax rates. 

Contrary to the notion 
that Canada is a high-tax 
jurisdiction, the country's 
corporate tax burden was 
lower than in the US, Italy, 
Germany, the UK and 
France. 

Since embracing freer 
trade through the bilateral 
agreement with the US and 
the signing of the North 
American Free Trade Agree- 
ment, Canada, has seen for- 
eign direct investment jump 
from C$i23bn in 1989 to 
C$180bn last year. 

Manitoba, Ontario, Que- 
bec, New Brunswick, Nova 
Scotia and Newfoundland all 
offer technological innova- 
tion tax benefits and some 
provinces, including New 
Brunswick and Nova Scotia, 
offer generous ripple to inves- 
tors who set up operations in 
their borders. 

Business sources say Que- 
bec, in particular, has 
aggressively wooed investors 
by offering additional tax 
holidays and capital subsi- 
dies to secure investments 
that might otherwise have 
gone elsewhere to avoid the 
province's political instabil- 
ity. 

Despite an increasingly 
competitive attitude among 
provincial governments, con- 


sultants say they are still 
much less aggressive th?7T 
their US counterparts. 
"We're almost too modest 
about bow good we are when 
it comes to attracting invest- 
ment," says Stuart MacKay, 
a partner at KPMG Canada 
and co-author of the study. 

Most provinces have estab- 
lished themselves in niche 
markets. 

Ontario remains the coun- 
try's manufacturing centre, 
anchored by the big three 
auto-makers around Toronto 
and a high technology corri- 
dor in the Ottawa valley. 
Alberta's business-friendly 
government and its heavy 
oil reserves have sparked an 
unprecedented investment 
wave. Frank McKenna, the 
New Brunswick premier who 
recently announced his res- 


ignation, was highly success- 
ful in convincing corpora- 
tions to establish call centres 
in his Atlantic province 

Prospects for growth in 

Newfoundland, Canada’s 
most depressed province, 
have never been greater due 
to two huge projects: loco's 
vast Voisey’s Bay nickel 
deposit and the Hibernia ad 
platform, the first of several 
planned offshore production 
facilities. 

At the other end of the 
spectrum, the British Colum- 
bia government has failed to 
Impress business leaders, 
who complain that Glen 
Clark, the premier, has 
backed policies unfavourable 
to mining and forest prod- 
ucts companies, the tradi- 
tional ifriffhp i p g of the prov- 
ince’s economy. Mr Clark 


has activity promoted the 
province as a high tech cen- 
tre and location for Holly- 
wood filmmakers. 

Canada’s competitiveness 

is closely linked to the value 
of its currency. Mr MacKay 
said Canada’s cities will 
remain cost effective for 
investment as long as the 
dollar stays below 83 US 
cents. 

Currently worth about 71 
US cents, the Canadian dol- 
lar is considered to be under- 
valued and the Bank of Can- 
ada expects the currency to 
appreciate. Economists, how- 
ever, forecast it will remain 
under 81 DS cents during the 
next five years, suggesting 
that Canadian cities, particu- 
larily on the east coast, win 
be preferred business loca- 
tions for years to coma 
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MEXICO • by Leslie Crawford in Mexico City 


A springboard to the US 


Record inward 
investment has 
encouraged 
the country to 
cut red tape 


Judging by the record levels 
of foreign direct investment 
Mexico has received this 
year - fllbn, according to 
the Finance Ministry - the 
country has never been 
more attractive as a business 
base. 

Membership of the North 
American Free Trade Agree- 
ment (Nafta) has enticed 
many Asian and European 
multinationals to use Mexico 
as a springboard for export- 
ing to the US. The deregu- 
lation of hanking and tele- 
communications services 
has attracted many foreign 
participants, while the new 
competitive environment 
encourages Improved ser- 
vices and lower costs. 

Railroads, ports and air- 
ports are being pr iv ati s ed in 
the hope that private capital 
will bring much-needed 
improvements to Mexico's 
creaking inftn «rir n e t im». 

Since the 1995 peso crisis, 
which unleashed a devastat- 


ing recession, Mexico has 
redoubled its efforts to 
attract foreign investment. 
This is true both at the fed- 
eral level, where President 
Ernesto Zedillo's administra- 
tion has relaxed restrictions 
on foreign investment, and 
at the state and municipal 
level, where local govern- 
ments compete to attract 
new businesses (and there- 
fore jobs) to their regions. 

According to the Trade 
and Industry Ministry, there 
are 250 industrial forks in 
the country - half of them 
located in the six states 
along the 2,000-mile border 
with the US. They are the 
home of Mexico’s booming 
maquiladora industry, 
assembly operations which 
import components duty free 
and pay export taxes only on 
the value added. 

Throughout 1997, new 
maquiladoras are starting up 
at the rate of 50 a month. 
Herminio Blanco, trade and 
industry minister, estimates 
there are now more Ilian 
3,200 maquiladoras in the 
country- They employ 
almost lm people, export 
$40bn a year, and cover a * 
broad swathe of manufactur- 
ing activities. 


The chief attraction of 
such exporting concerns are 
Mexican wages, always low 
and now depressed further 
in dollar terms by the deval- 
uation. The average dally 
wage of maquiladora work- 
ers this year was 105 pesos 
($13), only one-tenth of the 
average manufacturing wage 
in the US. 

The banter region contin- 
ues to attract the greatest 
number of new export-ori- 
ented operations. Increas- 
ingly, however, foreign com- 
panies are showing more 
interest in locating in the 
interior of the country, 
where both wages and 
worker turnover are lower. 

Small states such as 
Aguascalientes. Guanajuato. 
Querfetaro and San Luis 
Poto6f in central Mexico are 
earning reputations as 
havens of good government 
and. therefore, magnets for 
foreign investment. 

Aguascalientes has 
attracted more than 150 new 
corporations in the past five 
years, including big employ- 
ers such as Nissan, Xerox 
and Levi's. The state, with a 
population of less than 
900,000, received almost 
$90m in new investment last 


year and its workplaces 
exported over $l.4bn. The 
state investment board scans 
the Internet for export 
opportunities and sends 
local businessmen cm foreign 
trade missions. 

When Yamakawa, a sub- 
sidiary of the carmaker Nis- 
san, decided to locate in 
Aguascalientes, the state 
bailt a new industrial park 
for the Japanese newcomer 
in 56 days. 

In Querdtaro, the state 
government recently pro- 
moted the construction of 10 
industrial paries, creating an 
important industrial corridor 
less than three hours from 
Mexico City. 

Even in Mexico City's Fed- 
eral District, the local 
administration announced 
plans to invest $l.5bn to 
develop 124 urban and indus- 
trial projects over the next 
four years. The development 
of Finsa-Iztapalapa, a pri- 
vately-managed ecological- 
industrial project is already 
under way. 

Since October, the Federal 
District has also operated a 
“fast-track” lingturing system 
for new businesses. If health 
or environmental permits 
are not required, the local 


administration pledges to 
complete the paperwork 
within seven working days. 
Where health or environ- 
mental permits are required, 
the wait is 21 working days. 

The new system promises 
to be a huge bonus for new 
companies locating In 
Mexico City. In the past, the 
American Chamber of Com- 
merce estimates, it regularly 
took more than 90 days for a 
.new company to navigate 
through the municipal, state 
and federal paperwork. 

Equally important has 
been President Zedillo's 
efforts to cut red tape. An 
economic deregulation coun- 
cil, set up in 1995, has 
reviewed more than 700 busi- 
ness formalities required by 
the trade, foreign, health 
and environment ministries, 
and struck off 261 of the 
sometimes tedious, some- 
times overlapping formali- 
ties from the statute books. 

An Inventory of all federal 
business formalities is now 
available on the internet 
( www.cde.gob jjlx). 

Where President Zedillo's 
administration has been 
found wanting is in the 
absence of Initiatives to 
streamline Mexico's byzan- 
tme legal system. 

“It is often difficult to 
make your legal rights stand 
in a Mexican court," says 


Gordon Lee, a technical part- 
ner at Price Waterhouse. 
According to Mr Lee, the 
ease with which contracts 
can be reneged remains a 
hindrance to doing business 
in Mexico. 

Corruption, often stem- 
ming from the discretionary 
powers of civil servants, is 
another often heard com- 
plaint among both foreign 
and local businessmen. 

‘ in an investment survey 
conducted by the American 
Chamber of Commerce, 
respondents said the govern- 
ment should reduce opportu- 
nities for corruption. The 
survey concluded: “Corrup- 
tion increases the costs and 
complications of doing busi- 
ness.” 

The American Chamber of 
Commerce also warns. In its 
Guide to Mexico for Busi- 
ness*. of the rigidity of 
Mexico's labour code. 

. “If you are planning to 
hire Mexican workers," the 
guide says, “you must be 
prepared to deal with labour 
unions. They are an impor- 
tant and highly politicised 
component of the labour 
market" 

•The Guide to Mexico for 
Business, published by the 
American Chamber of Com- 
merce, Lucema 78. Co ton id 
Juarez, Mexico DF 06600. tek 
525 7032911. 
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NORTH AMERICAN BUSINESS LOCATIONS III 


US REGIONAL EXPANSION • by Gerard Baker in Washington 


Wheel 

States are moving 
ahead together but 
they may also share 
the next downturn 

East coast or west coast, frozen north 
or deep south, all regions of the US are 
enjoying the sustained economic 
expansion of the 1990s that shows no 
sign of slowing down. 

Iu the past, the diverse nature of the 
US economy meant that, even after a 
long expansion, there was usually one 
region of the country that was lagging. 
But this time, there is a neat synchron- 
isation about the US that has created 
demand and employment growth just 
about everywhere. 

“The forces that created asynchro- 
nous regional business cycles over the 
last three decades — volatile energy 
prices, real estate speculation, banking 
failures, exchange rate swings and mil- 
itary conflicts — are ahriBg or tem- 
pered in the mid-1990s,- says Sara 
Johnson, chief regional economist at 


to wheel 

DRI McGraw Hill, an economic consul- 
tancy. 

Though this synchronisation is seen 
by most economists as a blessing in 
time of plenty, such as today,, there are 
concerns that when the -slowdown 
eventually arrives, it may have a 
depressing effect on the economy - as 
weakness in one region is reinforced by 
weakness in another. 

But for the time being Americans 
across the continent can enjoy the eco- 
nomic success. Mark Zandi. chief econ- 
omist of Regional Financial Associates, 
another consultancy, points out that 
more than two-thirds of the 315 largest 
metropolitan areas in the country now 
have unemployment rates below 5 per 
cent - the hi gh est proportion in more 
than 20 years. The variability between 
states in rates of Job growth is at its 
smallest in more than 30 years. In the 
last five years, only one state - Hawaii - 
has recorded a decline in employment 
(and a very small one, at that). This 
growth is virtually unprecedented in 
the post-war period. 


along the economic cycle path 


The principal reason, most econo- 
mists believe, is a much greater geo- 
graphical mobility among businesses. 
Regions now look a lot more like each 
other than they have for many years. 
In place of the heavy concentrations of 
business by industrial sector - heavy 
manufacturing'in the midwest; farming 
in the great plains, defiance industries 
on the west coast, all regions are now 
much more niixpd industrially than 
they have ever been. 

A number of factors explain this 
greater geographical homogenisation of 
America: 

• Growth of high technology In the 
past, it mattered to a company much 
more that they be close to their cus- 
tomers, suppliers, in large metropolitan 
areas. Today, with an increasing 
amount of business transacted 
remotely, the need for proximity is 
much smaller. As these trends inten- 
sify through the growth of electronic 
commerce in the nest ten years or so, 
regional diffargrypy wiD shrink further. 

• Expanding trade The growth of 


international trade has been significant 
in the US economy in the last decade. 
The proportion of economic activity 
accounted for by trade has nearly dou- 
bled to over 25 per cent in the last two 
decades. This has meant that all 
regions have increasingly had one 
thing at least in common - they could 
rely much more on exports to take up 
slack in their region during economic 
downturns. This is likely to continue 
as business becomes more internation- 
ally-oriented. 

Deregulation Liberalisation of a 
range of industries in the last 15 years 
has made it much easier for companies 
to enter each other's turf. Instead of 
the old pattern of large companies serv- 
ing one region, there has been substan- 
tial growth of the genuinely national 
company - especially in the heavily 
regulated utilities sector. Deregulation 
has also helped to equalise costs 
between regions. As Ms Johnson of DRI 
McGraw HiU argues, over the next 10 
years, deregulation is expected to lower 
electricity costs in New England 


towards the national average, eliminat- 
ing the heavy cost premium businesses 
face in doing business In the area 

In addition to these elements, she 
adds, all the destabilising influences on 
growth that affected regions in differ- 
ent ways in the past, are missing this 
time around. In the late 1980s. for 
example, a slump in property market 
values hit financial institutions in the 
north east, Texas and big cities else- 
where, but left other parte of the coun- 
try largely unscathed. Today, while 
some parts of the country have experi- 
enced more of a real estate boom than 
others, the contrasts are less stark. 

Differences have not been eliminated 
entirely of course. There is stfU a num- 
ber of regional disparities. 

Perhaps the most important is the 
tax system. Regional variations in the 
corporate tax burden still differ sharply 
- and in some areas, the gap Is widen- 
ing. Companies often cite more favour- 
able tax treatment as a reason for relo- 
cating to another part of the country. 

Labour market conditions also vary 


between regions. Bert Ely, of Ely and 
Company, an independent economic 
consultancy, argues that, while 
employment growth has been strong 
across the country, unemployment 
rates still vary quite widely. “There is 
still some shifting room within the US 
labour supply through a combination 
of workers moving to low employment 
areas, as well as labour demand shift- 
ing to pockets of unemployment” 
Overall the nationwide balance now 
seems weU established. So far tt seems 
to have produced only benefits. Self- 
reinforcing regional growth patterns 
may have sustained the expansion. The 
problems will come when the economy 
slows. In the past, the existence of 
sharp divergences between regions 
meant weaknesses in one were com- 
pensated by sLrength elsewhere. If all 
regions are now moving to roughly the 
same business cycle, recessions as well 
as expansions may be self-perpetuat- 
ing. The phenomenon of the rolling 
recovery, along with the rolling reces- 
sion. may be a thing of the past. 


THE LABOUR MARKET • by Nikki Tart in Chicago 


Skilled are in short supply 


New jobs are 

more than 
compensating for 
losses through 
downsizing 

A recent glance around 
corporate America would 
seem to suggest that “down- . 
sizing” is alive and well. 
Over the past few weeks, 
companies ranging from 
Eastman Kodak to the Fruit 
of the Loom garment manu- 
facturing group have laid off 
thousands of workers in the 
name of internal efficiencies. 

Conversely, though, labour 
markets have rarely been so 
tight. Unemployment at a 
national level stands at 4.7 
per cent, the lowest mark for 
24 years. Politicians proudly 
boast that 13.5m jobs have 
been added in the past four 
years. In some pockets of the 
country - such as parts of 
Indiana or Wisconsin - the 
jobless rate is estimated to 
be under 2 per cent. 

For all the headlines, the 
“downsizing” trend does 
seem to be an the wane, and 
well outstripped by job cre- 
ation. According to a recent 
survey by the American 
Management Association 
(AMA), the percentage of 
companies surveyed who 
reported a net decrease In 
workforce in the 12 months 
to end-Jnne was 19 per cent, 
down from 28 per cent in the 
previous period 

There is a regional pattern 
to this. Broadly speaking, 
unemployment remains 
higher on the west coast, at 
around 5.5 per cent, and in 
the north-east, it remains 
only a shade lower at a little 
over 5 per cent In the 
southern states the figure is 
a shade lower. In the mid- 
west the unemployment has 
remained below four per 
cent since May. 

But even these regional 
figures should be treated 
with a degree of caution. 



Many unemployed workers have found new jobs 


Cratos OtgcaStAP 


Wisconsin, for example, is 
often cited as one of the 
tightest situations. Yet 
according to August figures 
from the Bureau of Labor 
Statistics, the jobless rate 
ranged from as little as L9 
per cent in Racine, Just 
across the Illinois border, to 
close to around 5 per cent in 
Wausau a hundred miles 
away. 

The pattern of job short- 
ages by type of occupation is 
equally complicated. 
National surveys tend to 
suggest that - demand is par- 
ticularly high for skilled 
manpower. The same AMA 
survey, released in late Octo- 
ber, found that mare than 
half the respondents thought 
that skilled labour was in 
short simply. Salaried profes- 
sionals and technicians took 
about 22 per cent of the new- 
ly-created jobs, compared 
with 16 per cent for manag- 
ers and supervisors. 

A recent study by the 
Maryland Department of 
Business and Economic 
Development came to simi- 
lar conclusions on a nar- 
rower regional basis. About 
57 per cent of firms luring 
from high vocational educa- 


tional programmes found dif- 
ficulty in finding qualified 
applicants. 

Yet, at a corporate level 
many firms also report prob- 
lems finding adequate “blue 
collar” resources. UPS, the 
large delivery company, 
which depends on substan- 
tial local pools of unsMUed 
labour to handle sorting 
work, is a case in point, 
employing former welfare 
recipients long before such 
practices became fashionable 
or politically-encouraged. Its 
large Chicago hub even 
offers high school students 
the possibility of combining 
part-time work with onsite 
study facilities. 

.But, while the nation's 
bankers and economists 
remain sensitive to the 
potential inflationary conse- 
quences of this situation, 
there are few signs that 
labour shortages are driving 
up wage rates. Organised 
labour has pitched a few bat- 
tles - feu* example, the auto- 
workers and General Motors, 
and, most prominently, the 
Teamsters and UPS. 

Yet settlements - from 
Chrysler to Navistar - have 
usually been reached, with 



the desire to preserve US- 
based jobs outweighing the 
quest for escalating wage 
rates. 

The impact which these 
trends are having on corpo- 
rate relocations is more diffi- 
cult to discern. Certainly, at 
an anecdotal level, there are 
snmp signs that labour con- 
straints may be a factor in 
firms’ investment decision- 
making. Areas where labour 
is particularly tight ma y also 
be seeing growth checked as 
a result in September, for 
example, the Chicago Fed- 
eral Reserve Bank found 
that the midwest manufac- 
turing sector grew less 
strongly than that of the 
nation overall 

“A number of industries in 
the midwest are being ham- 
pered in their ability to 
expand production due to 
the lack of available work- 
ers," it suggested. “Since 
May, the midwest has had 
unemployment rates below 4 
per cent. These tight labour 
markets make firming- quali- 
fied workers difficult.” 

Stiff, the point is already 

well-recognised. Taking the Seeing the future: the growth of high technology industries has meant a burgeoning of compwiies 
midwest auto industry as _ development, fegkmal differences should shrink in the next decade 
just one example, econo- 
mists point but that' the 
industry was once centred in 
Michigan, which accounted 
for 80 per cent of production. 

This figure then slumped to 
around 40 per cent as car- 
makers saw the sense in 
shipping parts to plants else- 
where, only to rebuild as the 
efficiencies of concentrated 
production become evident 
over the past fifteen years. 

Rising labour costs could 
re-establish the outflow 
trend - even if the jobs, this 
time around, head outside 
the US. to Mexico or even 
other parts of Latin Amer- 
ica. That thought has kept 
the lid on labour costs, and 
preventing some fa h unt* mar- 
ket rigidities. Whether it can 
adequately address the issue 
of labour shortages is 
another matter. 


located in remote regions. Duo to Ms 
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RESEARCH PARKS • by Richard Waters in New York 


Academic frustrations 


Income-seeking 
universities have 
saturated the 
market with 
developments 

It certainly seemed a good 
idea at the time. During the 
1980s. faced with the pros- 
pect of declining support 
from public Funds, universe 
ties across the US alighted 
on the same idea for generat- 
ing extra income: set aside a 
tract of unused land as a 
new research park, and use 
the institution's own 
research base as a lure to 
attract technology-reliant 
companies as tenants. 

Successful developments 
like Stanford Research Park 
in California, opened in 1951, 
or Research Triangle Park in 
North Carolina, dating from 
1959. seemed to indicate a 
future where academia and 
commerce could fruitfully 
coexist. The visionaries were 
aided by economic develop- 
ment agencies which 
adopted this as the latest 
way to bring investment and 
jobs to their regions. 

The result was an explo- 
sion in the number of 
research parks. In 19S0, there 
were some 20 such sites in 
North America, according to 
the Association of University 
Related Research Parks 
(AURRP). Now there are 
more than 150. with 136 of 
them in the US. With expan- 
sion on that scale, it is 
hardly surprising that many 
of these ventures have failed 
to develop into the hot-beds 
of technological develop- 


ment that their founders had 
hoped - or that research 
parks, in general are now 
going through a period in 
which over-ambitious devel- 
opment plans are. being 
adjusted to reality. 

This is an experience that 
other countries are likely to 
go through in dae course. 
The boom in research parks, 
which took hold in the US In 
the early 1980s. spread else- 
where somewhat later. 
(There are 238 such develop- 
ments in other countries, 
according to the AURRP.) 
The US is unlikely to be 
alone in seeing over-expan- 
sion give way to a period iff 
consolidation. 

There have been a number 

of consequences from this 
era of rapid growth. 

One is that local economic 
development agencies no 
longer trumpet the presence 
of a research park as one of 
their prime assets. *T sense 
that they are not seen as the 
anchors for development 
that they once were," says 
Larry MorettL a senior man- 
age- at..Fantus Consulting, 
the relocation consulting 
arm of Deloitte & Touche. 

Another result is that 
parks have invested more in 
trying to differentiate them- 
selves - a necessary adjust- 
ment to a competitive 
marketplace. Take Maui 
Research and Technology 
Park in Hawaii which has 
attracted 315 jobs in the first 
five years of its existence. . 

The park hopes to use 
spare capacity on its super- 
computer, placed on the 
island courtesy of the Fed- 
eral defence budget, as a 


lure. It is also trying to turn 
its isolation from the US to 
advantage-, perched out in 
the Pacific, this is a “strate- 
gic business location” for 
companies looking towards 
Asia but wanting to keep 
their research and develop- 
ment activities an US soil 
says Arthur Garner, director 
of business development. 
The park is trying to attract 
its first large commercial 
tenant, much as a shopping 
mall uses an “anchor" 
retailer. For those parks 
with a long trade-record, on 
the other hand, success has 
fed on itself The existence of 
an established labour pool 
draws new research-based 
activities to the area, and 
that in turn attracts more 
skilled people. 

Cisco Systems, the biggest 
maker of data networking 
equipment, decided four 
years ago that it was in dan- 
ger of outgrowing the pool of 
skilled labour in its native 
Silicon Valley, says Selby 
Will man, senior vice presi- 
dent for marketing. It picked 
Research Triangle Park as a 
place to develop a new 
source of talent on the east 
coast “We can attract people 
all the way from Boston to 
Miami" he says. 

Longevity also helps in 
providing a pool of compa- 
nies from which' the 
would-be entrepreneurs of 
the fixture can emerge. Cum- 
mings Research Park, in 
northern Alabama, owes its 
existence to the Nasa space 
programmes of the 1960s and 
1960s. The scaling back of 
these programmes released a 
wave of engineers, many Of 


whom went on to start busi- 
nesses in the area, says Bill 
Dean, the park's director. 

'- Established parks like 
these now want to reduce 
their reliance on a narrow 
range of research-driven 
activities. “Our challenge is 
to continue to balance that, 
just like an investment port- 
folio," says Mr Deans. 

In turn. Research Triangle 
has long been a centre far 
biotechnology and health- 
care, with 60 per cent of Its 
activity still accounted for 
by this sector, estimates Mr 
Wfflman at Cisco. That has 
tub da companies involved in 
communlcations-related 
work - like Cisco itself - 
among the most sought-after 
by research parks across the 
country. 

The growth of recent years 
has brought its own prob- 
lems far the most successful 
parks. Surprisingly, perhaps, 
a shortage of labour does not 
normally appear to be one of 
these. While the unemploy- 
ment rate in the area around 
Research Triangle is low, 
says James Roberson, . the 
park's director, skilled work- 
ers have been drawn into the 
area with relative ease to 
feed demand - a pattern ech- 
oed at other parks. 

The next phase of develop- 
ment will bring other 
strains. Research Triangle is 
planning a new rail link to 
ease the traffic congestion 
that has come with success. 
Also, says Mr Wellman, the 
lade of active venture capi- 
talists in the area has left a 
shortage of ready finance 
that the park's new entrepre- 
neurs need to get started. 
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CALIFORNIA AND THE WEST • by Christopher Parkes in Los Angeles 


Rivalries within and without 


PROFILE 


Local leaders 
accept the need 
for a more orderly 
approach to 
growth 

“We have seen the enemy. 
and it is us." This abrupt 
assessment of the single big- 
gest obstacle to persuading 
companies to relocate to Los 
Angeles County, one of the 
fastest-growing regions in 
the US. came recently from 
Regina Birdseli. director of 
the New Los Angeles Mar- 
keting Partnership. 

She was announcing a 
grand “economic summit" at 
which the county's munici- 
pal leaders were to meet to 
draft a cohesive economic 
development plan with the 
aim of recouping the remain- 
ing 250,000 of the 500,000 jobs 
lost to recession and aero- 
space restructuring. 

"We should not compete 
against ourselves but 
against poachers from other 
cities like Denver. Phoenix, 
Dallas. Las Vegas and Seat- 
tle,” she said. 

She might have added the 
four other counties, all 
fiercely independent and 
competitive, which comprise 
southern California, and 
which contribute to an econ- 
omy bigger than that of the 
Netherlands. 

But LA's 88 separate cities, 
each with its own planning 
and business licensing regu- 
lations. make for confusion 
enough: even as urban plan- 
ners urge more co-operation 
and even revenue-sharing, 
local secessionists are agita- 
ting for the San Fernando 
Valley’s separation from Las 
Angeles itself, and the cre- 
ation of yet another munici- 
pal government 

Although the region is 
sharing in the extraordinary 
resurgence of the Califor- 
nian economy, now in its 
third year, the summit meet- 
ing marked acceptance of 
the need for a more orderly 
approach to growth. 

Earthquakes, floods, civil 
unrest, recession and merg- 
ers have cost California 
dearly in the past five years. 
Dozens of companies have 
uprooted themselves and 
moved to lower-cost bases 





The ctty of wrangles; there are warnings that crowding and costs could drive some businesses away from Los Angeles 


throughout the west. Impor- 
tant expansions in industries 
ranging from semiconductor 
manufacture to animated 
film-making, have taken 
place in Arizona, Utah and 
New Mexico, which serve 
increasingly as an extended 
“workbench" for industries 
serving the massive Califor- 
nian economy and its thriv- 
ing ports. 

Disruption also led to the 
first reversal of the 
long-term net immigration 
into the Golden State from 
elsewhere in the US. After 
peaking in 1994, when 82,000 
left the state, the exodus has 
stopped this year, and the 
population is expected to 
grow by 15m in the next 25 
years. 

This will present further 
challenges to state and local 


governments seeking to 
attract new investment to 
reinforce the small busi- 
nesses which have underpin- 
ned recovery so far. 

According to the Center 
for the Continuing Study of 
the Californian Economy, 
the transport and educa- 
tional in fr a stru cture require 
special attention and invest- 
ment “to keep pace with the 
numerical [population] 
growth and competitive 
demands of the state’s econ- 
omy 4 *. 

Los Angeles itself, was 
recently named as the most 
congested city in the US 
with San Francisco, San 
Diego and San Bernardino 
valley area dose to LA also 
included in the top 10. 

Pressure is also being 
keenly felt in Silicon Valley, 


where congestion is reaching 
critical levels. Economists at 
the University of California, 
Los Angeles, see no threat to 
the valley's role as a high- 
technology hub, but they 
warned recently that crowd- 
ing and high costs are likely 
to drive some manufacturing 
to relocate. 

While political leaders tout 
Californian cities such as 
Fresno. Bakersfield and 
Sacramento as the most 
likely beneficiaries, Arizona 
and Utah have made it their 
business to attract such 
work. With relatively cheap 
housing, uncrowded cities 
and newly-installed metro- 
politan freeway networks, 
they have enhanced their 
appeal to people moving 
west 

And even though Californ- 


ia's enviable climate and 
outdoor lifestyle stfil exert a 
considerable pull at the per- 
sonal level, corporate 
migrants detect definable 
advantages elsewhere in the 
region. 

In surveys of business 
opinion, cities such as Seat- 
tle, Salt Lake and Phoenix 
regularly emerge among the 
most desirable, liveable, 
businesslike, and affordable 
cities in the US. Increasingly 
they gamer accolades for 
high educational standards, 
quality of life and other 
desirable features which 
were commonly viewed as 
the presave of Cahfbmia. 

And yet the state still 
shows up well in even the 
most partisan assessments of 
relative merits. Average 
hourly earnings in manfac- 


turing are only marginally 
higher than pay rates in sur- 
rounding states. LA’s indus- 
trial building costs are the 
lowest in the region. In 
terms of major crime, a com- 
monly quoted disincentive to 
investment, Arizona has 
higher levels than Calif- 
ornia, where the 1995 rate of 
6,457 offences per 100,000 
inhabitants was almost 
matched by Nevada and New 
Mexico with 6, ISO and 6,226 
respectively. 

It under-performs the rest, 
however, in terms of living 
costs, and LA prices for elec- 
tricity and gas fear industrial 
customers are significantly 
higher in other large 
western cities. 

But as the LA County 
summit suggests, the state’s 
disadvantages are being 
addressed. It is setting the 
US pace in the deregulation 
of electricity supply, for 
example, and starting next 
year most industrial users 
expect bills to drop sharply. 

Traffic congestion is being 
addressed in Los Angeles 
through the biggest mass 
transit project in the nation, 
which embraces a subway 
system, light rail and free- 
way Improvements. Port 
traffic is being eased by the 
construction of the Alameda 
Corridor, linking Long 
Beach and Los Angeles har- 
bours to rail and freeway 
systems. 

At the bottom line, with 
its critical mass in the enter- 
tainment, information tech- 
nology, aerospace and trade 
sectors, California runs no 
nearterm risk of erosion of 
its role as the west’s eco- 
nomic engine. 

But some tuning is 
required. Its university sys- 
tem is still one of the finest 
in the world, but elementary 
schooling is lagging despite 
a concerted drive to reduce 
class sizes. Transport issues 
and the inadequate housing 
stock are also being 
addressed, yet reforms and 
progress are often slowed or 
obscured by territorial poli- 
ticking at every level of gov- 
ernment. 

LA’s summit participants 
have acknowledged the 
enemy. Whether they can 
deal with it effectively is 
another matter. 


core boosted 


The once ailing • 
landmark is 
now a; symbol 
of a new 
confidence 

■ Just'a few short'- years ago, . 
Times Square was probably 
tme oftim least attractive 
places tohase-theUS 


multinational corporation. 
-Dirty and sordid, the area 
was known for sex shows 
lather than big business. In 

,its f efforts to tom the area - 
around, New York’s city 

■ government, has now . -. 

earmarked some at its most 
’ generous property tax •: 

concessions for businesses 
- willing to give Times 
Square a go. 

The redevelopment In the, 
^square itself, and along 
y ^ndStreetibasbecome the 
mostqon^HCUous symbol 
" of tHe new self-confidence 
:“fhathas gripp«i the Big - 
• Appleaftarabekted -- 
economic rebound from the 
i^dB^qfthe early 1990s. 


hare beea around $10 per 
sq ft cheaper, even after a 
recent jump in property- 
costs In that city, according 
.to the company. Partly 
«jncefflng this ouL says 
David Turner, chief 
financial officer of Routers 

American Holdings, are the 
property-tax breaks dating 
from Times Square’s 
earlier, more seedy ' 
incarnation. 

- City officials put the net 


■pIck Thnes Squareas.a ... - 
base neuters, the ; . . - ; 

1 Debased information ' 
group. Beutersasnbtmced 
plans last me mifafor amew 
.85Etb0dsq8; Sfcstaiy tower 
;oh'(gie of ;th^mlost \ 

•prominent ttevelppmait ; 
■ites'in ^aqiwrSj.\-; \ ; 

. v It .will he qneof fheSrst 
T-pgwlwriWir^s fo go up in a : - 
S cdty-t&tbas*een starved ; 

conatructkm ~ 


r^b^de of the early 1990S - 
'Howeva*, it yfin be dwarfed 


- prqjetftai^new amvaTf ;a* 

•’ lim sq ft tower, that win,, 
-be hnn&lto CradelttaSt, fh& 

v Blomi tbjTlawflrmif - * 
1 :Taxconce^ 


&^I^m^hed«dsion,^ : 

vsay Reuferb executives^' V .. 

•th^mdst likely altemtiiTC/ . 


"ledre-bfo* Yorky^ivo^t.-ri^ • y Richard Wi 


concessions at $36m. 1 foe 
.city arid state also agreed ■ 
to farther incentives, in the 
form of savings on ftmzre 
; sales taxes, worth up to 
$2Sm.Neax3y half of this. ' 
reflected the Reuters’ 
decision to keep 1,800 jobs 
in the dty, with the rest 
; tied to ffiture expansion 
plans. New York’s 
aggressive use of incentives 
to keep companies from 

; moving oat has become a 
: hot political topic locally - 
with around $700m of 
concessions granted in the 
past four years. 

Reuters, for its part, says 
the regeneration of the 
Times Square areas simply 
would not have happened 
without the incentives. 
“Our position always was 
that if there are substantial 
savings from moving, we 
would have done so," says 
Mr Turner. “Without these 
tax breaks, the numbers . 
wouldn’t have worked." 

But Reuters says it had 
another aim as wellr to 
' establish a prominent base 
’ that will support its plans 
to become much larger and 
. better known in the US- 

Times Square has lately 
> become, a conspicuous 
corporate centre. ’While 
entertainment companies 
.^are the most prominent 
new. arrivals, others have - 
Included Morgan Stanley 
;Dwu£Witter,the; ... 
invfKtment bank- 
v -‘i’Ttoere-is probably no 
.better place in Manhattan 
to make your name " . 
known,” says Mr Turner. 

/Richard Waters 
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OUR RESEARCH TELLS US ONTARIO'S 


ONE PLACE WHERE WE CAN CONFIDENTLY 


INVEST OUR RESOURCES 
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PAUL LUCAS. PRESIDENT AND 
CEO OF GLAXO WELLCOME INC. OF CANADA 
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Whan Ontario la salocted by a pharmaceutical company with the research 
credentials of Glaxo Wellcome, you know they did their homework. As CEO Paul 
Lucas confirms, "the talent pool, support for intellectual property protection, favourable 
R&D tax credits and excellent links with medical research centres and universities" 
are just some of the reasons. This year. Glaxo Wellcome drives the point home, 
consolidating manufacturing and research operations in a new £53 million facility 
in the Toronto area. • Independent studies confirm that Ontario's workforce is 
among the best educated in North America, with more new science graduates per 
capita than either California or Connecticut. • Moreover, the province supports a 
powerful export-oriented business culture. While virtually doubling international 
exports over the last decade, Ontario's merchandise exports per capita have soared 
to exceed those of all the G-7 nations. • Recognizing there's more to life than 
productivity, you'll be happy to. know that Canada ranked Number One in the world 
for the third year in a row according to the 

U.N.'s 1996 Human Development Index. T" AfTj 

And those- are numbers anyone can live with. Vy 

To find out more about making business yAlNAD A 

happen in Ontario: Cali (416) 360-4647 the Future's Right Here 
or visit www.ontario-canada.com 
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Andrew Taylor on the technical dexterity used to bring the royal castle discreetly up to date following the fire of 1992 

Modern house 


-A 


JT^Ji — *,- • -I. 


T he Queen's Golden Wed- 
ding Ball, to be held on 
Thursday night in the 
magnificent setting of 
Windsor C-astle, celebrates the 
completion of the building's res- 
toration, five years after Its his- 
toric north-east wing was 
destroyed by fire. 

The damag ed areas, now fully 
restored, were yesterday formally 
handed over to the Royal House- 
hold by project managers Gar- 
diner & Theobald. 

The statistics of reconstruction 
emphasise the scale of the 
Some 100 rooms with a floor area 
of more than Sl.OOOsq ft were 
da m aged by the fire, which took 
L5m gallons of water to extin- 
guish, causing even more damage 
to fittings and fixtures. 

More than 640Qsq m of plaster 
work has been restored. Wood 
from some 70 halt trees was 
needed to replace roof trusses. 
Some 40 miles of scaffolding was 
erected during reconstruction 
which cost £37m, about ram less 
than originally forecast 
The biggest problem was to 
hide the evidence of late 20th 
century security, heating, fight- 
ing, ventilation and public 
address systems from observers 
wishing only to admire the maj- 
esty of the restored ceilings, pan- 
elling and mouldings. 


Miles of pipework and wiring 
had to be concealed in rooms and 
corridors which lack the large 
celling and Hoar voids used to 
house mechanical and electrical 
services in modern bull din gB. 
Thick stone walls and high 
vaulted ceilings provide few 

opportunities for concealment. 

The result is a triumph of 
architecture and technology, 
with modem building services 
Incorporated within traditional 
designs in a manner that does 
not distract from the history and 
pageantry of the bonding. 

Peter Kingsbury, project man- 
ager for Oscar Faber, which 
designed the mechanical and 
electrical systems for Windsor. 
Castle, says: “Everything was 
reviewed by English Heritage to 

More than 550 fire 
detectors have been 
Installed In 
broom cupboards 
and roof voids 

ensure that the historic pedigree 
of the building was not impaired. 

“We bad to be imaginative in 
finding solutions, working 
closely with architects Donald 
Insall Associates and Sidell Gib- 


son Partnership to find the best 
way to disguise equipment 

“The biggest problem was 
logistics. The project required no 
- breakthrough in technology. 
Instead we had to install modem 
equipment and systems in a 
building which was not designed 
for them.” 

Ceiling mouldings were used to 
conceal apertures connecting 
with ventilation systems while 
heating pipework and radiator 
fans were hidden behind wood 
panpiKng a nd window sea ts. 

Concealing ventilation ducts 
presented serious problems in the 
Great Kitchen with its huge open 
vaulted roof and exposed wooden 
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Restoration of St George’s HaB (left) pre s ent e d the biggest problems, but provided the chance to make it fimetionai for a modem age (right) 



Difficulties were overcome by 
housing ventilation plant In hid- 
den enclosures at either end of 
the lantern, a raised section at 
the apex' of the roof that had 
been designed by the o riginal 
architects to let more natural 
light into the building: 

The kitchen's existing chim- 
neys and' flues were used to 
extract the air. 

Restoration of St George’s Hall, 
designed by Sir Jeffrey 
Wyattville in 1829, presented 
some of the ' biggest problems. 
The reconstruction provided the 
opportunity to improve illumina- 
tion which had been poor in the 


great hail, used for banquets and 
other ceremonial occasions. 

As with the other electrical and 
mechanical services, however, 
the lights, designed by Maurice 
Brill, had to be concealed. Tiny 
fibre optic light projectors were 
installed In wooden bosses with 
connecting cables hidden in roof 
beams above the new ceiling. 
Dimming controls were placed 
behind panelling |n the walls. 

Access to wiring was provided 
through a cleverly concealed 
crawl way between the roof and 
the restored oak panelled ceiling . 

Heavier media needs had led to 
increasing demands for broad- 
casts from banquets and func- 
tions in St George's Hall and 
other state rooms. Permanent 
sound, lighting and camera 
cabling, not previously available, 
has now been installed. Loud- 


speakers for a public address sys- 
tem have been concealed within 
structural supports with micro- 
phone outlets buried in the floor. 

More than 550 fire detectors 
have been installed within the 
restoration area, in unobtrusive 
areas such as broom cupboards 
and roof voids. In other areas, air 
is drawn by a fan through small 
bore apertures, hidden behind 
plaster work mouldings and roses 
of chandeliers. These connect to 
laser alarm systems which detect 
smoke by measuring particle 
size. 

“It is essential to minimise the 
n umb er of false alarms, so the 
system is self-diagnostic,” says 
Oscar Faber. “The detection sys- 
tem can be monitored separately 
during banquets so that the large 
number of candles does not trig- 
ger the main alarm.” 


Air conditioning has also 
improved conditions in the great 
hall which could become very hot 
during banquets. 

According to Oscar Faber. “Fan 
coil units concealed in each win- 
dow-reveal [a type of window 
bay] provide local heating and 
cooling. Ducting and wire ways 
are hidden between the floor 
boards and the top or the barrel- 
vaulted ceiling of the undercroft 
below. Extractor fans in the roof 
draw air out through a slot 
behind the decorative roof tim- 
bers.” 

Improvements to the drainage 
system were complicated by the 
fact that there were no plans to 
show where the existing pipe- 
work was situated. 

Excavations, when they were 
permitted, uncovered a medieval 
floor, which nobody knew 


existed, in the undercroft 
beneath St George's Hall. 

“The discovery of ancient 
stonework elseivhwere meant we 
had to change plans and reroute 
drainage pipework around it. In 
one instance, an old well was 
uncovered, which is now pro- 
tected as a site of historic inter- 
est.” says Oscar Faber. 

A combined heat and power 
system has been installed that 
may cut the castle's electricity 
bills by 20 per cent. Electrical 
machinery to power and control 
the building services had to be 
specially designed to fit in avail- 
able rooms which were too small 
to accommodate conventional 
systems. 

There have been few more 
challenging jobs which have been 
as fascinating and satisfying as 
this one. say the engineers. 



Redesign improves electricity supplies 

Peter Marsh on a device that increases the reliability of connections to rural areas 


. PofftpositioiE_FKrs wMpud ci keull br eak er m a nfcwhes m a i nten a n ce 


E lectricity supplies in rural 
parts of the world could 
become much more 
reliable, thanks to a technical 
breakthrough which today wins 
Britain's premier prize for 
engineering excellence. 

A team at FKL, the UK 
engineering company, is being 
awarded the annual £50,000 
MacRobert prize by the Royal 
Academy of Engineering for its 
role in rethinking the design of 
the circuit breakers used in 
transmission lines that carry 
electricity-in remote areas. - 


The three-strong group came 
iqi with a device based on 
magnets that contains just one 
moving part - a far cry from the 
157 components used in previous 
generations of the systems. The 
size of a small drum, the device 
sits on top of electricity poles 
and virtually guarantees the 
reliability of power supplies with 
maintenance kept to a minimum. 

Since launching the device in 
1994, FKTs Whipp & Bourne 
subsidiary has seen a steady 
increase in orders, and has bad 
particular success with exports 


to South America and east Asia. 

Circuit breakers cut off 
electricity supplies in the event 
of a fault such as a short circuit 
- as might happen when high 
winds cause transmission lines 
to touch. Most breakers 
automatically restore supplies 
after the problem has been 
rectified - but previous versions 
have been unreliable, causing 
power to be cat off for long 
periods. The simpler mechanism 
in the FKI system means the 
possibility of disruption is 
greatly diminished. Another - - 


aspect of the redesign is that the 
system works using about 
one-lOOth of the power of 
previous equipment, so that a 
battery can be used rather than 
req uirin g mams connection. This 
feature mairre the device easier 
to install and operate. 

Electronics in the system, 
called a vacuum recloser, can be 
“interrogated” through radio 
waves linked to the telephone 
system. This means engineers 
hundreds of kilometres away can 
check how the system is - 
working: how much electri city is 


passing through it, for instance. 
In emergencies it is easy to 
section off a particular part of 
the grid to reroute supply 
through other channels. 

In the past three months. FKI 
has taken £l4m of orders for its 
device, with man y of the systems 
destined for developing countries 
seeking to increase the 
reliability of electricity supplies 
in remote areas. The device - 
selling for about £6,000 - is 
being made in a factory near 
Manchester, but will soon also 
be manufactured in the US. 
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duty-free case 
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A challenge 

/|\ T A 6y ' Euro- 
tunnel, the 
Channel tun- 
/ neI operator. 

to Europe’s 

EUROPEAN duty-free 
shopping 
— rules was 
rejected by the European 
Court of Justice last week. 

The judgment arose out off 
a preliminary reference from 
the Paris Commercial Court 
in a dispute between Euro- 
tunnel and SeaFrance. the 
Channel ferry company. 

Eurotunnel alleged SeaFr- 
ance was guilty of unfair 
competition by selling goods 
free of tax and excise duty 
on board its ships, enabling 
it to offset transport charges 
at below cost prices. 

As Eurotunnel considered, 
that these practices were 
based on the European rules 
exempting goods sold in 
duty-free shops for air and 
sea travel from tax, it chal- 
lenged the validity of the 
rules in the Paris court. 

The European Court dealt 
first with the issue of 
whether the reference was 
admissible. This arose 
because Eurotunnel had 
brought similar proceedings 
in the En glish courts. 

The Paris coart asked the 
European Court whether 
because Eurotunnel had 
already brought proceedings 
in a national court and 
because it had not brought a 
direct action against the 
European Council of Minis- 
ters. whose directive was 
fating challenged, it was pre- 
cluded from bringing an 
action by way of a prelim- 
inary reference. 

The question of whether 
Eurotunnel .should have 
brought a direct action 
against the Council, raised 
the question oT the Court's 
ruling in the 1994 TWD case. 

The Court noted that its 
judgment in the TWD case- 
concemed a company which 
was entitled to bring a direct 
action for annulment of the 
C ommuni ty act whose valid- 
ity was challenged is the 
national court. 

in the present case, me 
provisions whose vali dity 
wore being challenged, were 
contained in a directive. It 
was not obvious that such 


an instrument, addressed as 
it was to member states, 
could be challenged in a 
direct action by Eurotunnel. 

As to the fact that there 
had already been s im ila r 
proceedings in another mem- 
ber state, the Court said that 
it was not for it to assess the 
need-far a preliminary ruling 
by reference to a judgment 
on a similar question, given 
in separate proceedings in 
another member state. 

As to the validity of the 
relevant European rules, the 
Court confined itself to two 
issues - whether the -rele- 
vant provisions were the 
subject of a European Com- 
mission proposal to the 
Council and whether the 
European Parliament had 
been properly consulted. 

The Court found that 
although the provisions were 
not the subject of a Commis- 
sion proposal, the Council 
was empowered to amend 
the original Commission pro- 
posal to add the. relevant 
provisions. 

This was despite the fact 
that the Commission was 
opposed to duty-free exemp- 
tions far travel within the 
European Union. As the' 
Council’s amendments .had 
been within the scope of the 
relevant directives, the 
Council did not exceed its 
power in not consulting the 
Commission regarding its 
amendments. 

Turning to the question of 
whether the European’ Par- 
liament had been properly 
consulted, the Court recalled 
that such consultation con- 
stituted a formal require- 
ment in the Treaty of Rome, 
breach of which would ren- 
der the measure void. 

The Court found that the 
chang es in question, extend- 
ing the duty-free exemption 
from the original date of 1992 
to June 30 19%. could not be 
classified as changes to the 
essence of the measures. It 
had therefore not been nec- 
essary to re-cons ult the Par- 
liament and thus the provi- 
sions were valid- 

C-408195: Eurotunnel SA o 
SeaFrance. ECJ EC, Novem- 
ber 11 1997. 

WRICK COURT CHA M B ER S, 
BRUSSELS 


Smith to head 
Grant Thornton 

Grant Thornton, the Chicago-based 
I accounting firm, has maijp the rare 
move of selecting a new chief exec- 
utive from outside the ranks of its 
! existing partners. 

The newcomer is Adrian Smith, 
formerly a managing partner at the 
larger Arthur Andersen group. He 
will join GT on December 1. before 
formally taking over from Robert 
Nason, the current thief executive, 
cm July 31 next year. 

Although Smith. 52, is resident 
in Ti lirmig he originally from 
Liverpool, north-west England, and 
began his career with Procter & 
Gamble, the Cincinnati- based 
consumer products giant, in 
the UK. 

After 13 years with P&G - ulti- 
mately as a group brand manager 
- he moved to various interna- 
tional consumer marketing posi- 
tions with Ecolab, the Minnesota- 
based household products group. 

He transferred to Arthur Ander- 
sen six years ago. taking responsi- 
bility for worldwide marketing and 
communication. 

GT. which has a core US partner- 
ship - which Smi th will bead - 


and a structure of associated 
accounting firm offices overseas, is 
about one-tenth of the size of 
Arthur Andersen, even if all 
these businesses are added 
together. 

Smith professes to be uncon- 
cerned: “Ironically, as the account 
tag firms are getting bigger and 
bigger, many of their clients are 
decentralising.” GT's task, he 
thinks, is to identify the more 
entrepreneurial. 

But he would like the business to 
be “known more as a global firm” 
- an objective which should be 
pursued through represention of 
the US partnership on the interna- 
tional policy board. 

In these, days of global thinking, 
he sees no drawbacks to plugging 
that message from Chicago, in 
America's mid-west heartland - 
rather than New York, or Los 
Angeles for example- 

“I don't think it matters two 
boots whether you are on the coast 
or on the lake,” he comments. 

Nikki Tail, Chicago 

Perry joins 
Boeing board 

In the ongoing battle between the 


two remaining giants of the US 
aerospace an d de fence industry, 
the arrival of William Perry on the 
board of Boeing as a non-executive 
director should not be allowed to 
go unnoticed. 

The services of Perry are likely 
to have been courted hard by both 
Boeing and its main surviving 
rival. Lockheed Martin - and not 
just because of his recent three- 
year stint as Clinton's defence sec- 
retary. 

Before arriving in Washington in 
1993. Perry, now 69, had built a 
remarkable career as a business- 
man. financier and academic : add 
in the political connections, and he 
has one of the most impressive per- 
sonal networks ta what used to be 
called the military/industrial com- 
plex. 

What really adds spice to this 
appointment, though, is the fact 
that Perry has worked closely on 
important strategic moves at both 
Boeing and Lockheed in the 
past. 

An e ngine er and mathematician 
by training. Perry was one of the 
first Silicon Valley entrepreneurs. 
He created ESL. a maker of surveil- 
lance and code-breaking devices, 
from his home in Palo Alto. 

He also spent some years at 


Hambrecht & Quist the San Fran- 
cisco venture capital and invest- 
ment banking firm, and ran his 
own consulting business. Technol- 
ogy Strategies and Alliances, for 
nearly a decade. 

Before and after Washington, he 
has also worked as a full-time pro- 
fessor at Stanford University. 

Out of all this has grown a repu- 
tation for being able to identity and 
apply the sort of new technologies 
on which the future of the defence 
and aerospace industries depend. 

Some years ago. he helped Boe- 
ing with its acquisition of Argo 
Systems. 

But he has also had close con- 
tacts with Lockheed: Perry helped 
Boeing’s arch-rival with Its $lbn 
purchase of Sanders Associates, a 
military electronics company, and 
advised it on an agreement to mar- 
ket Russian-made Proton rockets 
around the world. 

Richard Waters. New York 

Hovers to leave 
Stork for Oc§ 

Jan Hovers delivered Stork, the 
Dutch industrial services group, a 
new baby last year in the FI 302m 
($180.5m) deal to buy the profitable 


components and maintenance 
divisions of Fokker, the 
(ailed aircraft maker. 

Now be is off to head Oce, the 
photocopiers and printers group 
where he began his career 30 years 
ago. 

Hovers, aged 54. succeeds Harry 
Pennings. who on retirement will 
move to a non-executive role next 
May. The Oce supervisory board 
alsn gains Pieter Bouw, until this 
summer president of KLM. 

Pennings capped his term with 
the acquisition of the primer divi- 
sion of Germany's Siemens 
Nixdorf. which has been contribut- 
ing strongly to profits growth this 
year. 

In eight years as chairman of 
Stork, Hovers established a reputa- 
tion as a conciliator in the best 
traditions of the Netherlands' con- 
sensus economy. 

But he drew fire in the past year 
for what those anxious to save all 
of Fokker saw as an unwillingness 
to back a series of ultimately- 
doomed plans to find a new parent 
for the aircraft manufacturing 
side. 

Taking over at Stork next March 
is Aad Veenman, 50. who has been 
a director there since 1990. 

Cordon Crumb. Amsterdam 


Moving places 


■ Joe Clark, former prime 
minister and foreign 
romiafor of Canada, has been 
appointed special adviser on 
African affairs by FIRST 
QUANTUM MINERALS, the 
Canadian company which is 
focused on Central African 
base and precious metals 
projects, especially in 
Zambia and the Congo. 

■ NATIONAL BANK OF 
BAHRAIN has appointed 
Abdulla AS Kanoo the new 
chairman of the hank, Kanoo 
replaces his brother Ahmed, 
who died earlier this year. 

■ THE INTERNATIONAL 
MONETARY FOND has 
appointed a New Zealander 
to head the fledgling central 
bank of Bosnia and 
Herzegovina. The fond said 
Peter Nlcholl would succeed 
Serge Robert as governor of 
the central bank, which has 
the sole authority for 
monetary policy. Nicholl has 
been deputy governor of the 
Reserve Bank of New 
Zealand and recently.served 
as an executive director at 
the World bank. 

■ Dutch transport group 
KONINKLUKE FRANS 
MAAS has appointed Henk 
Benjamins executive 
chairman freon 1908. Interim 
chairman Ro land niipnmng . 


will retire when Benjamins 
takes over on January L 
Benjamins, 53. has been a 
member or the executive 
board since 1991 and Frans 
Maas said said the 
appointment followed 
consideration of outside 
candidates. Before joining 
Fr ans Maas , Benjamins held 
a number of manage ment 
positions in the 
transportation and logistics 
field, including posts at 
Angl o-Dutch consumer 
products giant Unilever and 
integrated chemicals 
manufacturer Akzo NobeL 

■ Anneli Peshkoff is to be 
new director of treasury at 

j the EUROPEAN 
I INVESTMENT BANK, the 
' European Union's financing 
, institution. Peshkoff, who is 
1 currently head of market 
risk management for Europe 
at Citibank in London, is 
expected to take up the new 
pest in December. 

■ EQUIFAX has appointed a 
new head of its European 
operations, in line with a 
major restructure of its 
organisation worldwide. 

Nick Bevan, formerly a 
group director of Equifax in 
Europe has been appointed 
as group executive of 
Equifax and executive 
vice-president of Equifax in 
Europe. He is one of four 


group executives of Equifax 
reporting directly to 
president and chief 
operating officer of Equifax 

Thomas Chapman. Bevan, 
an En glishman , takes over 
from Travis Halford. 

■ CHINA EVERBRIGHT 
TECHNOLOGY has 
appointed Chen nagnng- 
executive director and chief 
executive, replacing: Yi 
Zhenqiu. Chen, a former 
official with the China 
Securities Regulatory 
Commission, was general 

manager of China 

Everbright international 
before being appointed to 
the new position. 

■ Lois Jacobs is to join 
CARTBINER as chief 
executive of Caiibiner's 
European division. She has 
been managing director of 
HPdCM since its formation 
in 1988 and became 
chairman in 1994. 

■ Louis Hughes, president of 
General Motors 
International Operations, 
has been elected chairman of 
the EUROPEAN COUNCIL 
OF AMERICAN CHAMBERS 
OF COMMERCE. The 
umb rella organisation 
consists of 23 American 
chambers of commerce in 
Europe and represents over 
15,000 member companies, 
Hughes has been president 


of the Swiss- American 
Chamber of Commerce since 
1995. 

■ Germany’s leading 
assurance company 
ALLIANZ (Munich) has 
announced that Gerd-Uwe 
Baden. 41. has been 
appointed chief executive of 
Allianz- Versicherung 

(Schweiz) and 

Allianz-Lebensversicherung 
(Schweiz) as well as head of 
the Berner insurance group 
and the El via Group. At 
present Baden is board 
member of Deutsche 
Versicherungs Berlin, an 
Allianz subsidiary. The new 
appointment will bring all 
Allianz's Swiss units under 
the same management 

■ Jane Friedman has been 
named president and chief 
executive of 
HARPERCOLLINS 
PUBLISHERS. Friedman 
takes over the top spot at 
HarperColliiis from Antfaes 
Disney, who last month was 
promoted to chairman and 
chief executive of News 
America Publishing Group. 
Friedman was most recently 
with Random House, where 
she was executive 
vice-president of Knopf 
Publishing Group, publisher 
of Vintage Books and 
president of Random House 
Audio Publishing. Friedman 


will be responsible for 
HarperCollins book 
publishing worldwide. 

■ CHARTER ONE BANK, 
the principal subsidiary of 
Charter One Financial, has 
appointed Richard Powers 
chief executive of the bank's 
Charter One Mortgage 
subsidiary and Paul Bailey 
ha s been named the unit’s 
chief operating officer. 
Powers is also senior 
vice-president residential 
lending, of Charter One 
Bank. Bailey was previously 
executive vice-president, 
loan administration at 
American Home Funding, 
the predecessor of Charter 
One Mortgage. 

k SARA LEE has appointed 
George Chivari president 
and chief executive of Sara 
Lee Bakery, North America. 
Chivari will continue to 
serve as chief executive of 
Sara Lee’s Bil Mar Foods 
division. Chivari, 48. has 
been president and chief 
executive of Bil Mar Foods 
since July 1994. Chivari will 
also oversee North American 
operations for Sara Lee 
Bakery. 

■ KVAERNER. the 
Norwegian engineering 
group, has appointed Martin 
Saarikangas president of its 
shipbuilding division. He 
will succeed Diderik 


Schnitler who is la join 
Norwegian oil company Saga 
Petroleum. Saarikangas is 
currently head of Kvaemer 
Masa- Yards, the group's 
Finnish shipbuilding 
subsidiary. 

■ CHRYSLER has promoted 
Jim Zemke to regional 
marketing manager for the 
Middle East. Before moving 
to the Middle East, Zemke 
spent three years in Taiwan. 
Korea and C hina. 

■ MOUCHEL ASIA, the 
engineering consultancy 
group, has promoted 
Carmaine Siu Koon-boi. a 
structural engineer, to 
managing director of 
Mouchel Asia in Hong Kong. 
He succeeds Tim Ingram 
who becomes chairman. 
Mouchel Asia. The 
appointments reflect the 
growing importance of Hong 
Kong, mainland China and 
the region generally to 
Mouchel. 

International 

appointments 

Please fax information 
on new appointments 
and retirements to 
+44 171 873 S926. marked 
for International People. 
Set fax to “fine’. 
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Trading subdued ahead of key data 


CAPITAL MARKETS NEWS. DIGEST 


GOVERNMENT BONDS 


By John Labate in New York 
and Vincent Boland 
in London 


Government bond markets 
shifted down a gear yester- 
day as Investors sat on the 
sidelines waiting for key eco- 
nomic data in Europe and 
the US this week. European 
markets had one of their 
quietest days for some time, 
while US bonds opened 
slightly lower as the focus 
shifted to equity markets. 

US TREASURIES eased in 
morning trade after the 
release of new reports on 
industrial activity. A surging 
stock market, buoyed by a 
sharp rise in Tokyo over- 
night. added to the weaker 
bond prices. 

By early afternoon the 
benchmark 30-year bond was 
down l /« at 100&, sen ding the 
yield up to 6.104 per cent 
Shorter-term issues were 


also slightly lower, with the 
10-year note losing b to 
lQlg, to yield 5372 per cent, 
while the two-year note was 
down £ at 99 g. yiel ding 
5.692 per cent. The Federal 
Funds rate was 5V, per cent 

Strength in the manufac- 
turing sector was seen in the 
release of the October indus- 
trial production report, 
which rose 0.5 per cent, in 
line with expectations. 

“October was the fourth 
consecutive month that 
industrial production rose by 
at least 0.5 per cent, indicat- 
ing that manufacturing 
activity continues to be 
strong." said Maureen 
Maitland, an economist at 
Donaldson, Lufkin & Jen- 
rette. 

In a surprise to analysts, 
capacity utilisation did not 
grow as much as anticipated, 
at 842 per cent, suggesting 
that capacity was able to 
grow in line with produc- 
tion, Ms Maitland added. 


Analysts await new fig- 
ures on the monthly con- 
sumer price indPY and busi- 
ness inventories, which will 
be released today. 

The 8 per cent jump in the 
Nikkei index did little for 
JAPANESE GOVERNMENT 

BONDS in London trading 
after settling just above 
their intra-day lows in 
Tokyo trade. The yield on 
the JGB 182 fell slightly, to 
1.68 per cent against its clos- 
ing level of 1685 per cent in 
Tokyo, while the futures 
contract settled at 129.89 
against 12933. 

European markets took a 
breather, with little news on 
the domestic front to trouble 
them, and kept a weather 
eye on Treasuries. Volumes 
across the main markets 
were also very low ahead of 
the data flow which picks up 
today. But the markets man- 
aged to recover from their 
intra-day lows to close 
mostly unchanged. 


UK GILTS were subdued 
ahead of the release tomor- 
row of data on retail sales 
for October and on Thursday 
of gross domestic product 
figures. The December 
futures contract settled at 
117fi> up & on Friday's dose, 
with just 33,000 contracts 
traded. The spread of 10-year 
gilts over equivalent bunds 
narrowed slightly to 114 
basis points. 

A rise in UK retail sales is 
forecast for last month, but 
economists were divided on 
whether it would be suffi- 
cient to reverse the fall of 13 
per cent in September. Ana- 
lysts also noted that the 
nwTkrf remained n y trwwiniy 
sensitive to any slight devia- 
tion from forecasts, which 
was keeping investors away. 

"The last interest rate rise 
Increased data sensitivity 
dramatically, which is an 
incentive not to have a lot of 
short-term trading. There is 
a lot of unwillingness to 


trade in the market now," 
said Andrew Roberts, gilts 
specialist at UBS. 

He said the market was 
“quite beautifully poised” 
between those who believe 
interest rates are headed for 
8 per cent, and those who 
believe there wffl be no more 
rises. Retail sales and GDP 
data, which are extremely 
c aosaroer Gearitxve, ofiec as 
good a doe as any. 

GERMAN BUNDS also 
traded sideways ahead of 
Impending domestic data. 
The December futures con- 
tract settled 0.06 lower at 
102.82, but was down to 
102.58 befhre recovering in 
line with Treasuries. Trad- 
ing was quiet, with fewer 
than 100,000 contracts chang- 
ing banrtc by lie settlement 
in both Frankfurt and Lon- 
don. 

Investors were looking 
ahead to MS money supply 
figures later this week, and 
to an influential business 


sentiment report from the 
Ifo Institute, the contents of 
which often move the mar- 
ket 

ITALIAN BTPs traded in a 
narrow range ahead of pre- 

Jxmtnazy November in fla ti o n 

data, which is due from the 
main cities at the end at the 
week. The December futures 
contract settled u nch a n ged 
at n* 9.7 with the spread 
over lb-year bunds narrow- 
ing to 57 basis points from 
more than 60 points. 

Luca Jelllnek, Italy spe- 
cialist at Paribas, said 
domestic investors were 
re-entering the Italian bond 
market on the hagfa of a very 
favourable economic back- 
ground. The inflation data 
are not expected to reveal 
any upsets. 

FRENCH BONDS recov- 
ered from an early fall, with 
the notional December 
fixture settling 0.04 lower at 
99.16 and the spread over 10- 
year bunds flat. 


French bank sets 
up financing arm 


Comptoir des Entrepreneurs, the French bank, has set up 
a “bankruptcy-reanote" financing aim to reduce its cost of 
b orr o win g. The firwmdng vehicle, Vauban Mobilisations 
cawmtiwt, will maintain a triple-A rating - the highest on 
Standard & Poor's scale - by holding collateral to guaran- 
tee its borrowings. The collateral will consist mainly of 
triple-A rated securities, in particular mortgage-backed 
bands issued by CDS. . „ ’ 

“VMG offers a fUndM* structure that will help CDE to 
gain in quality and continuity," CDE said. Fun ds rais ed 
by VMB will be automatically lent to ODE. In normal 
qpfl rgHwg conditions- as bng as CDE is solvent - VMG's 
debt is serviced by CDE. However, should CDE become 
insolvent, the loans would he gradually amortised with 
proceeds fr om the securities that VMG holds as collateral. 

VMG Is planning to issue FFr&3bn of debt this yrar an 
the eurobond French domestic band markets. There- 
after, it will become a regular issuer of securities, with 
annual hnrmwing programmes of between FFr3bn and 
FFrSbn. ODE’S institutional shareholders i nclude AGF . 
the French insurance group, apd Crfedit Fonder de 
France, mortgage lender. Samer Iskandar 


Borrowers opt for 
D-Mark safe haven 


■ WASTE TREATMENT 

Big French group to go public 


New international bond issues 


Aoouat Cowan Me* Mtfwfe 


INTERNATIONAL BONDS 


By Edward Luce 


Borrowers yesterday 
plumped mainly for the 
shorter-end of the D-Mark 
curve with little sign of 
many dollar-denominated 
offerings in the pipeline. 

Bankers said continued 
worries about US interest 
rates, and even fears that 
Japanese banks would liqui- 
date their US Treasury hold- 
ings to shore up their bal- 
ance sheets, had left 
borrowers wary of timing ^ 
US dollars. 

In contrast, D-Marks are 
seen as a relatively safe 
haven from the recent tur- 
moil. considering the 


strength of investor demand 
in that sector. 

GREECE issued its largest 
ever D-Mark denominated 
bond at a much wider spread 
than previous offerings. The 
DM750m floating-rate issue 
was priced to yield 50 basis 
points over three-month 
Libor at re-offer. This is 
almost double’ Greece’s usual 
spread in D-Marks. 

An official at Dresdner 
Klein wort Benson. sole lead 
manager, said the five-year 
offering was targeted exclu- 
sively at institutional inves- 
tors mostly in Germany, 
France and the Benelux 
region. About 50 per cent of 
the deal had been placed yes- 
terday. It starts trading 
today. 


"This is not a quick type 
of deal," said an official in 
London. "It takes time for 
the German banks to nhnrit 
their credit lines and to lode 
at market conditions.” Oth- 
ers said the deal was helped 
by its having a zero risk- 
weighting in Germany. 

KfW, the German fiTwrwiai 
house, issued a 10-year 
DM700m bond at a spread of 
13 basis points over the Ger- 
man government carve. 
Traders said the deal was 
“less than ecstatically 
received’’ owing to its long 
maturity. “Investors are still 
very waiy of longer-dated 
paper,” sai d one. The hnnfl, 
targeted mostly at Dutch 
investors, was lead-managed 
by Rabobank International 
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Seche Environnement. the third biggest French waste 
treatment and landfill operator, is to go public with an 
initial pahhc offering to raise FFtfiSQm and list its shares 
an the seco nd market of the Paris stock exchange. Nat- 
West Markets has been appointed lead manager to the 
issue, which will consist of 950,000 shares being sold by 
Joel Seche, chairman, and 400,000 new shares. The indica- 
tive price range is FFrl75-FFr3Q6 a share, wife pricing 
acted on November 20, and the public offering will run 
from November 21 to 26. Vincent Boland 


■ DERIVATIVES ACCOUNTING 

ISDA welcomes US rules 
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The EIB - the Eurc^ean 
Investment Bank - contin- 
ued its recent activity with a 
DM30Cm nfforfng An nffirial 
at Credit Suisse First Bos- 
ton, joint lead with Goldman 
Sachs, said the four-year 
deal was timad to coincide 
with a number of fbrthcam- 
ing redemptions at the short- 
aid of the DMsxk carve. 


Officials conceded that- fha 
bond was priced relatively 
aggressively at fiat to the 
German government curve 
but said the “name recogni- 
tion" factor would go down 
well with Swiss and German 
retail Investors. 

Bankers said they had also 
been encouraged by the suc- 
cess of a recent GECC 


D-Mark nffertog which has 
ritipg ti ghtened in from Its 
launch spread. 

OKK, an Austrian credit 
institution, «l«n aimg to the 
D-Mark sector with a 10-year 
DM200m offering. The bond 
was priced to yield 29 basis 
points over the July 2007 
bund although it matures in 
January 2008. • 


The International Swaps and Derivatives Association, 
which represents participants in privately-negotiated 
derivatives transactions, has welcomed the introduction 
of U5 legislation to restrict the impact on banks of deriva- 
tives accounting roles proposed by the Financial Account- 
ing Standards Board. The FASB’s proposals, due to take 
effect in January 1999, require d eri v a t i ves to be reported 
I as assets and liabilities based on so-called fair-value 
amounts. 

The le gteiatitm, introduced by Senator Laudi Faixdoth, 
chairman of the Senate banking oomznittee’s subcommit- 
tee an flnanriai instit utions »nd regulatory relief would 
provide that the FASB’s rules only apply if they are 
proven to reflect a bank’s earnings mare accurately and 
da not diminish the use af risk management practices. 

Samer Iskxmdar 
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Won tumbl es as Korea ceases defence 


WORLD INTEREST RATES 


MARKETS REPORT 


By Simon Kuper * 

The Beak of Korea 
temporarily gave up its 
defence of the won yester- 
day, allowing .the currency 
to fan below what forob offi- 
cials called their “Maginot 
Line 1 * of 1,000 against the 
dollar. 

The currency closed at 
1,008.60, the bottom limit of 
its 2.25 per cent trading 
band. The band is supposed 
to remain in place. 

The yen rose, helped by 
new hope for Japanese 
banks, a large rebound in 
the Nikkei stock %dwrcr ; and 
the first warnings from US 
and Japanese officials about 
the yen’s recent slide. 

The government’s decision 
to allow the country's 10th 
largest bank, Hokkaido Tak- 
ushoku, to go bust, raised 
hopes that strong Japanese 
institutions would no longer 
be forced to take over, weak 
ones. Gerard Lyons, chief 


economist at DKB Interna- 
tional in London, said- there 
-was growing tjelief^tbat the 
government -w<mM$act 'soon 
to tackle the problems of 
Japanese banks. 

The Nikkei responded with 
an 8 per cent jump; which in 
Itself helped the banks,, 
whose shareholdings a ppppr 
on their balance shmriy , 

- Also yesterday. Hiroshi 
Mitsuzuka, Japan’s -finance 
minister, said after meeting 
Lawrence Summers. US dep- 
uty treasury -secretary, that 
an excessive fall in the yen 

was not dastrafrl P and that 
the ministry, would take 
steps to prevent it “We are 
worried about the recent falL 
in the yen,” he said. Mr 
Summers later- said the US 
shared this view, adding ? “it 
is clear, as we have said for 

■ P fl— I York 
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- gufte some time, that sub- 
stantial increases. in the. Jap- 

'iBnese craxent account strr- 
; plus are troubling to the 
1 US.” Ssuke SakakCban, the 

- senior flwnv»p ministry offi- 
-dal, said: Tin the. foreign 
exchange' market, -we are 
prepared . to act -as asBropd- 

ate to maiTitawi stability.” 

However, the.- comments 
offered only modest support 
to the yen. Michael Rosen- 
berg, hPBd of global fixed-in- 
come research at Merrill 
Lynch in New York, said 
TOkyo and Washington were 
virtually obliged to say 
something if they , wasted to 
stop the yen from foiling too 
swiftly. Furthermore, cur- 
rency strategists warned 
that the won’s latest fall 
could prompt further slides 
tn the yen. Korean and Japa- 
nese cars, semiconductors 
and other products compete 
in many export markets. 
Merrill has raised its 12 - 
month forecast tar the -dollar 
against the yen to Y140. 

The yen rose YL3 against 





the dollar and Y0.87 against 
the UMark to dose in Lon- 
don at Y125.8 and Y72.55 
respectively. -The dollar 
edged higher against the 
D-Mark to DML734. 

The Canadian * dollar 
remained weak against 
US ddlar, softening to Lon- 
don to C$1,414, as investors 
grew impatient waiting for 
the Bank of Canada to raise 
interest rates. 


■ After world war one, aim- 
ing to ensure that the Ger- 
mans would never invade 
them again, the French built 
a “Maginot Line" on the bor- 
der of Alsace. But Hitler’s 
army bypassed the line, 
invading through - Belgium 
instead. Several of the Magi- 
not forts held out for weeks 
after France surrendered. 
One garrison -was gassed to 
death in its caverns. 

So perhaps it was silly fin: 
Korean officials to keep 
referring to the 1,000 won 
mark against the dollar as 
the “Maginot Line”. Perhaps, 
however, the - problem is 
more global. Just as the 
notion of unbridgeable mili- 
tary lines died with the 
Maginot, so fewer and fewer 
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traders now believe that a 
central bank can hold Its 
currency where it likes. The 
psychology of the foreign 
exchange market has 
changed since the Asian 
devaluations, many currency 
strategists have noted. 

■ Dr Mah a thir M ohamad 

Malaysia's prime minister, 
has noted the same thing. He 
has therefore taken to call- 
tog for currencies trading to 
be banned or controlled. 

Traders have not worried 
much so far. That may 
change. Yesterday Jacques 
Chirac, French president, 
said after a meeting with Dr , 
Mahathir: “The excessive 
speculation by some cur- 
rency traders should be ' 
brought under control. We 
have to find prudential rules 
to avoid the law of the jun- 
gle. and this is in every- 
body's interest” He backed 
the International Mone- 
tary Fund’s search for ways 
of controlling “excessive” 
currency speculation. 
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Aitoa ^l) ^ 206537 +OTXK1 458 - STB 206807 205538 205841 3.7 204664 36 166577 . 64 1026 Austria {Sch) 122006 -<02182 884 - 027 122480 12.1666 12.1783 2.1 12.1388 26 116831 

Barren (BFrj 606286 +00182 7*7-844 606100.60,1640 803207 66 393452 36 68A533 3A .1023 BdgMn ®Fl ) 35.7560 +0357 310 - 810 353600 353280 35381 22 353655 2.1 36.128 

Danmto (DM1 11.1713 . +0305 673 -753 11.1831 11.1128 1.1,133 33 ' 11 370S 3.8 1061 S3 3ul 1043 Denmark (DK/J 05991 400117 881 - 001 55231 63778 33888 13 83681 13 83017 

Finland (FM) 83203 +03009 222 -343 83380- 07830 07877 43 S7427 33 .83^5 3A .013 Fbtod FtXj 52150 +03074 125 - ITS 52340 5.1983', 5205 23 5.187 2.1 5.1273 

Frroe OJO 1 00270 +03015 228 - 311 83386 92743 9.7937 33 07301 33 a*823 33 1052 France JFftJ 53050 +03088 037 - 082 53294 5J8S3 5.7944 22 5.7729 22 56981 

Germany (DM) 23347 +03008 330 - 857 23306 23177 23244 33 23083 33 23321 05 1005 Germany (DM) 1.7338 +00028 333 - 338 1.7402 1J274 1.7305 Str 1.7243 2.1 1 JOIO 

Greece PI 480430 -0129 225- 635 460877 450126 480668 -153 470344 -112 4B1.01T -flLB 85L7 Greece 0» 271385 +0285 B20 - 050 270010 271.140 275.17 -14.1 290835 -133 20S3B 

™™ W 1.1258 +03013 245.-.271. . 1.T282 1.1208 ' 1.1238 ' 13 - 1.122 1A 1.1038 23 873 Mad (S3 13037 -03037 022-051 16055 1A990 15028 0.7 15023 OA 1.5077 

Italy W 287430 +231 227 - 573 , 287637 285538 288L38 03 296538 1.1 281049 23 702 My (L) 1897.73 +079 706 - 840 170160 189030 189932 -03 170033 -03 10913 

UEOmbcwg 0J=O 605298 +031 82 747 - 844 6Q3100 601940 803207- 3.6 S93452 33 504533 34 1023 Luxemboisg (UFi) 353560 +0357 310 -810 353900 353280 35381 22 353655 21 35.126 


Netoertanda 

Norway 

Portugal 

Spain 

Sweden 

Switzerland 

UK 

Ecu 

SDRt 

Americas 

Argentina 

Brazil 

Grata 


14 

1.1038 

22 

972 

Mad 

1.1 

281548 

22 

7B2 

Italy 

32 

584533 

34 

1022 

Luxamboiag 

32 

3.1838 

32 

1012 

Notortands 

32 

112899 

32 

982 

Norway 

24 

291217 

7J 

622 

Portugal 

22 

240271 

22 

772 

Spain 

32 

124691 

24 

882 

Sweeten . 

52 

22828 

52 

1081 

Switzerland 

- 

' - 

. 

104.1 

UK 

32- 

-14404 

-22 

- 

Ecu' ‘ 


(R| 13541 +00013 536-546 13017 13471 13506 2.1 13437 21 13191 

04Kr) 73701 +00026 700 - 702 73970 73454 7350 2.0 73343 23 63646 

6=8) 176.730 +032 680 - 780 177400 178370 170674 04 178427 07 17438 

(Pta) 140280 +023 190 - 270 148390 140860 140178 04 - 14534 03 144565 

(SKi) 75468 +03148 443 - 493 75756 75115 75387 12 75238 12 7493 

(SFr) 14099 +03074 094 --103 14161 14017 14052 43. 12963 28 12598 

A 13929 -00022 925 - 932 13940 13856 15905 1.7 13956 1.7 13642 

-• - -1.1420 -00018-416 - 428- - <1.1455' 1.13BO" T.T481 -12 1.1455 -12 1.1554 

- 0.72566 - - .... ... 


12 1025 

13 1023 
15 104.1 
1.7 B15 
15 1054 
13 1032 

-85 655 
-03 

03 76.1 
13 1023 
13 1015 
15 963 
13 923 
1.1 773 
07 B6.1 
33 1084 
1.7 1033 
-12 



Open 

Sett price Change 

High 

Low 

Est voi 

Open mL 

Dac 

ogy> 

9823 ' 

_ 

9824 

9822 

7,575 

53,101 

Mar 

9820 

9622 

+0.01 

9803 

9528 

13,674 

52,394 

Jun 

95.79 

8879 

- 

B5.B1 

95.78 

5.152 

29243 

■ TW 

KK MONTH BUMMUMC IVTUMW (UFFEJ* DMIm potato of 100% 


Open 

Sfrtl price Change 

hfigh 

Low 

EaL woi 

Open an. 

Dec 

8818 

9818 

. 

9820 

98.17 

18572 

305794 

Mar 

9801 

0802 

- 

9804 

9620 

28237 

303820 

Jun 

8520 

05.82 

- 

9524 

95.79 

26089 

268830 

Sep 

8524 

9525 

- 

95.68 

95.61 

14755 

213137 

■ ONE MONTH UMMUK PUTUMm (UFFEJ* DM3m potato at 100% 


Open 

Soft price Change 

High 

Law 

Est. voi Open rt. 

tow 

- 

9847 

+021 

. 

. 

0 

148 

Dec 

- 

9815 

. 

- 

- 

0 

8109 

Jan 

- 

9627 

+021 

- 

- 

0 

200 

Feb 

- 

9620 

+0.01 

- 

- 

0 

50 


I MOUTH BUMMJU I 


I (UFFEJ* LI 000m points of 100M 



Open 

Sett price Change 

Ugh 

Law 

EsL val 

Open an. 

Dec 

8879 

9879 

-022 

9880 

8876 

10855 

109832 

Mor 

9428 

8427 

-021 

94.61 

84.54 

8777 

112173 

Jui 

9525 

95.06 

- 

9528 

9804 

8448 

117775 

Sep 

95.15 

95.18 

- 

9819 

9815 

4508 

68773 


I (UFFQSFnm potato of 100 * 


Argentina (Paso) 13926 -00017 922 - 929. 15937 15846 - - - - - Aijpntfna 

Brazfl |R» 13716 -00067 711 • 720 13727 13858 - - - - - Brad 

Grata (CS) 23928 +00002 918-937 23848 23800 23856 83 23711 35 23176 21 633 CM 

Monica (New Peso) 133578 -01965 377-774 143320 12BB45 14.1406 -15 l 7 14512 -153 153338 -142 - Mud 

USA « • 13920 -03022 825 - B32 13940 13865 13905 12 13866 12 13842 12 1053 USA 

PecHc/MUto Esstf Mifca PseH 


Argentina (Peso) 03998 +00003 996- 996 03996 09998 - - 

Brazfl (Rfl 1.1356 -00025 055 - 056 1.1074 1.1053 - - 

Canada (CS) 14136 +0002 132 - 137 1.4153 14116 14112 20 14067 13 1JB27 

Mexico (New Peso) 82490 -0103 350-560 02650 82250 8586 -175 831 -17.7 9575 


PacMtaAfitUe East* Mrfei 


15 83-1 
-16.1 
- 1083 


(R9) 624682 +01806 BS6 - 488 623240 .813410 
(St*) 93685 -00281 531 • 778 63804 53S85 


24078 

28 

22618 

28 

687 

AiflmM 

(AS) 

14318 

-02088 306 - 327 

14415 

14300 

14306 

0.7 

14282 

09 

14175 

19 898 

181841 

-32 

134884 

-3.1 

- 

Hong Kong 

(HKS) 

7.7305 

- 300 - 310 

7.7315 

7.7290 

7.758 

-42 

7828 

-59 

8.1055 

-49 

- 

- 

- 

— 

- 

tadfa 

(Ra) 

362000 

+0.1555 600 - 400 

362500 

36.7300 

. 

- 

- 

- 

- 

. 

- 

- 

- 

- 

- 

brae) . 

(Shk) 

3.5257 

-02107 209 • 305 

38341 

38200 

- 

- 

- 

. 

- 

. 

208935 

78 

19727 

7.1 

1212 

Japan 

(V) 

125.770 

-1205 730 -210 

125880 

124.230 

12522 

52 

12396 

59 

1189 

58 1212 

86818 

-22 

52152 

-22 

- 

Malaysia 

m 

32370 

+0222 320 -420 

32430 

32100 

32445 

-2.7 

3271 

-4.1 

34945 

-4.7 

28978 

0.2 

22959 

81 

1082 

New Zealand 

PC 5) 

12943 -02061 934 - 952 

18991 

18021 

18S74 

-22 

1.6028 

-2.1 

18216 

-1.7 


Phapphaa (Pern) 573824 +00929 958-889 584889 572572 582275 -11.1 593613 -13.7 643865 -125 - PHBpptoe* (Read) 343600 +OI 300 - 800 34.7000 333000 34445 -123 35597 -155 38391 

Saudi Arabia (SR) 65499 -03079 477-620 63533 65216 63431 15 35281 14 62591 14 - Saudi Arabia (SR) 3.7510 +00003 505-615 3J523 3-7503 32523 -04 3.75*5 -04 3J6I2 

Stogapora ' ’ (SQ 23788 -00044 775-820 23833 23605 23811 -06 23732 .13 23435 - 14 - Stogapom (S3} 15830 -00005 820 - 840 15850 15785. • 1586 -25 1586 -03 15885 

South Africa (R) 82205 +00009 182-247 8)2249 8,1861 92828 -03 85917 -85 07819 -08 - Sort Africa (Rj 43560- +0007 545 - 575 43600 43420 43995 -107 43787 -101 52772 

South Korn (Won) 170741 +8538 708 - 77B 17D857 166258 ' ' ... - - - South Korea {Wton}' 100&90 +222 860-860 - - . . 

Tehran ( TS) 532148 +03435 934-358 534171 52J116 532574 15 53.1574 15-525964 13 - Taiwan (IS 314840 +02445 880-000 315100 312500 31505 -04 315285 -04 313065 

Th+ftmd (Bt) 884(121 +04627 814-428 605880 684870 663882 -52 673B24 -4.1 695518 -44 ' - Thtond (Bt) 392250 +0325 500-000 393500 373500 3945 -63 393 -53 41375 

t Itotai ler raw 14. Bldtato ipntadi In aia Pound Spot idMi Oxw <m(r vm hat Owe chdM ptarea. aastaa MwcstaAeod byths Brekot&iBiaixl- 1 30Biraa parktorNnw 14. au rtor s paada h the Poflar Spot tahta *woniy tha law toadacMI pfecas- UK. Iratond* ECU 
awrena 1 900 ■ I Pa Intora hatad Bfctcfc. mid mot toe and fcrwdwtaahbcdi iMaaddaia Ota* tihto ora todfecl from 1>EWWffiLIIBt8 US cunaocy- J2. Morgan nemtod Mtaot+cwH: BoM awtagi KMMOO ; 

CLOSMaSPOr*idreRtKaHDmTE aMeaB. Star itohia tea rarnto by #* F.T. Thaen*mga ito pdrto hlttattoM toa«tatfeitaetalritBm*at l^p^wwaLFr^ooi 

Utainctianga too prtatadkilNs M*m to SMtatfeonlha tore* attofNnnwFTxiaB - * ~ 


PhBpphK (Read) 343800 +OI 3X - 800 34.7000 333000 34445 -123 35597 -155 38391 

Saudi Arabia (SR) 3-7510 +03003 505-615 3J52S 3-7503 32623 -04 175*5 -04 3J612 

Stagapore (S3} 15830 -03005 820 - 840 15850 15766. -1586 -25 1588 -05 15885 

Sttih Africa Of 44560- +0307 545 - 575 45600 45420 43995 -107 43787 -10.1 52772 

South Korea (VM' 100850 +222 860 - B60 - - 

Taiwan (IS 314940 +02443 880-000 315100 312500 31506 -04 315205 -04 31-6065 

Thtond (Bt) 392250 +0325 500 - 000 393500 373500 3945 -63 393 -53 41375 



Opan 

Sett price Outage 

«Bh 

LOW 

Est. voi Open tat. 

Doc 

9795 

9791 

-007 

9797 

9788 

7727 

73118 

Mar 

97.82 

9780 

-0.04 

97.84 

97.75 

mnn 

54252 

Jm 

97.84 

97.81 

-0LO3 

97.84 

0787 

2015 

33371 

Sap 

9748 

9748 

-002 

97.49 

0742 

1450 

18818 

■ THROE MONTH EUMOVRH PVTunt (UFFE) VI 00m potato of 100% 


Opan 

Sofiprice Change 

rtgh 

Law 

Esl voi Open tat. 

Dec 

- 

9984 

-0.01 

- 

- 

0 

nfa 

Mar 

- 

99.54 

-021 

- 

- 

0 

n/a 

Jm 

- 

9949 

-021 

- 

- 

0 

rVa 

■ tm 

m MONTH ECU FUTURES (UFFE) Eculm potato of 100% 



Opan 

Settprice Change 

HWl 

Law 

EsL vd 

Opan tat 

Dac 

9524 

9522 

-0LQ2 

9524 

9522 

634 

8766 

Me 

9524 

9523 

. 

8524 

9521 

139 

6599 

Jm 

95i21 

9528 

■021 

95.31 

9528 

305 

6179 

Sep 

9525 

9526 

-021 

9526 

B52S 

55 

6827 


■ LFFE Mure* ate kattad on APT 

■ KURDURA OCnOMS 5J=FE) LlOOOlh pafaxto of 100% 


-0.4 - 

-62 > 
are quoted in 


Strike 

Price 

Dec 

- CAULS - 
Mar 

Jun 

Dec 

- PUTS - 
Mar 

Jun 

9375 

0.13 

086 

124 

029 

004 

003 

MOO 

. 0.04 

0,64 

1.10 

026 

027 

004 

9425 

021 

045 

088 

047 

0.13 

007 


&*. yoL taut Cala 9877 Pula 5147, Piwtaua deyto opan tat, CMi 2 3*080 Pv*» 124am 


?8W- ■ V- 


EXCHANGE; CROSS RATES 


Belgium 

Danmark 

Frortoe 


17 i 

. BEh- 

DKr. 

FW 

r DM 

K 

L 

H 

HKr 

- Ee’ - 

‘PM 

SKr 

an-' 

e 

CS 

S 

Y 

Ecu 


100 

1848 

1024 

4848 

1880 

4748 

5465 

18.77' 

4048 

4000 

21.11 

3943 

1962 

3953 

2.797 

351.7 

2449 

(DKt) 

64,18 

10 

0797 

2827 

1808 

2573 

2961 

TOW 

* 2678 

2218 

1144 

2.137 

0995 

2.142 

1915 

1909 

1827 

F=» 

8180 

1127. 

10 

2988 

1.148 

2925 

3866 

12.18 

3044 

2519 

1390 

2429 

1918 

2435 

1223 

216.7 

1908 

COM) 

2083 

3807 

3249 

1- 

0384 

9703 

1.127 

4978 

. 1019 

8485 

4853 

0913 

0841 

0915 

0977 

7295 

0905 

w 

53.77 

9923 

0729 

2807 

1 . 

2553 

2938 

1063 

285.7 

219.9 

1185 

2.120 

0886 

2.125 

1904 

169.1 

1817 

(U 

2.108 

0289 

0242 

0102 

0839 

100 

0.115 

0416 

1041 

8813 

0445 

0983 

0936 

0963 

0059 

7408 

0052 

p) 

1020 

3277 

2971 

0887 

0240 

8689 

1 

381 B 

9044 

7493 

3.862 

0722 

0802 

0723 

0912 

8488 

04*8 

(NKi) 

5087 

0234 

0211 

2452 

0941 

2401 

2.784 

10 

2509 

2088 

1097 

1994 

0838 

1999 

1414 

1779 

1830 

m 

2023 

3234 

3285 

0981 

0378 

9608 

1.106 

4901 

'100 

8224 ■ 

4270' 

0798 

0834 

0800 

0966 

71.17' 

0405 

(PWJ 

2445 

4813 

8970 

1.186 

0455 

1181 

1838 

4835 

1209 

100 

5.181 

0984 

0404 

0987 

0884 

8691 

0908 

(SKf) 

'4728 

8.744 

7892 

2297 

0881 

2250 

2989 

0868 

2342 

1938 

10 

1968 

0.783 

1873 

1825 

166L7 

1.160 

(SFr) 

35-SH 

4881 

4.117 

■1230 

0472 

1204 

1886 

5815 

1258 

103-7 

5853 

1 

0419 

1903 

0700 

8880 

0621 

<9 

8083 

11.17 

0827 

2935 

1.126 

2874 

8808' 

1197 

' pph? 

3478 

1178 

2887 

1 

2893 

1803 

2129 

1482 

(CS) 

2520 

4869 

4.107 

1226 

0470. 

1201 

1882 

5902 

125.0 

1039 

5830 

0997 

0418 

1 

0.707 

8898 

0620 

m 

35.78 

S5P9 

5205 

1.734 

0885 

1698 

1954 

7970 

178.7 

1482 

7947 

1410 

0991 

1414 

1 

1259 

0878 

ro 

28.43 

5247 

4818 

1278 

0829 

1350 

1864 

5921 

1405 

■M68 

6000 

1.121 

0470 

1.124 

0795 

100 

0896 


4083- 

7836 

6829 

1980 

0758 

1939 

2232 

6974 

2018 

1679 

88ia 

1810 

0875 

1814 

1.142 

MOB 

1 


Dam Kroner. French Frace, Nonngha Kranar, and O i mM i Kroner par W Bapkn Ftono, vra. Eacata. ua and I 

■ D-MARK nnucs QMM) DM 125300 pOT DM 


i VRM RFISRRI (IMtoQ Yen 125m per Yen 100 
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INTEREST 


LONDON MONET RATES 

Nov 17 Over'. ; 7 days One Three She One 

night nottoo month . m ont hs months year , 

Interbank Staring 7*5 - 7 , 7% z Pt 7& - 7* 7» - 7A - 73 73.- 7« 
Szerting CDs - 7ft - 7*t 7ft.- 7ft 7^ - 7ft 7ft - 7\ 

Treasury BBs -• - 7*4 - 7h 7M - Th - . 

Bank Bits - ■ 7^1 ■ 7H 7^ * 7^ - TV • 

Local aufliotlly depo. 7ft - 7 7^ - 7ft 7ft - 7ft 7JI - 7ft 7ft - 7|} 73 - 7V 
Discount Market (tape 7*4 - 7 7>a - 7 

UR totrirg bank base toning rate 7V p« cart ftom Now 6. 1987 

Up to l 1-3 33 - 6-8 - 9-12 

month month months (liontha ■ 

Carts of Tm dep. (C100.000) 2h Sh S 5 4ft 

ttarttofTacdoD. uitoer £100200 to Zftpc. Deports toltaaM) for caRilftpe. 

Ana tender tool dbooeatt on Nw 14. 73774pe. EOGD fined rate SRfcBq yt Flira tafcMto 
uottav Ootsi 1M7. Anreed n*a ter period Wov 29, 1BB7 la Dac 23. 9B. Ma ma U MOpc. 

^toptodO0 1. 1W7 to CM rn. 1907. Schamae IV A V74*lpa Ftaenar 
Hoiae One Ftote 7<zpe kwn No* 1. 1007 

■ Tim MONTH STB’* FWUMS (UFFE) £500000 points of 100H 

Open Sett price Change Hah Low. Get. wot Open Int. 


ENS EUROPEAN CURRENCY UNIT RATES 


How 17 . . 

Ecu can. 

Roto'.. 

Change 

% +7- from 

% sptead 

ON. 


rates 

against Ecu- 

on day- 

• •ban. rate 

v makeat 

tad. 

traiend 

0790700 

aTSWpi-: 

+OOOOS81 

-016 ■ 

. .* OT8 

85 

Italy 

100848 

1933.78 

+188 

143 

1.14 

-10 

' Ftafamd 

595424 

593880 

-000212 

146 

1.12 

-10 

Spate - 

183826 

168998 

+oa» 

189 

089 

-12 

Portugal 

■ 197888 

201884 

+0125 

2.02 

058 

-14 

Danmark 

784555 

791843 

+000102 

283 

086 

-16 

Franoo 

645863 

681351 

+000027 

240 

019 

-20 

Germany 

192673 

197490 

+000019 

295 

004 

-29 

EMgtam 

39.7101 

407355 

+09061 

296 

003 

-10 

U^AkM^iwIe 

FMUMIMWS 

2.16970 

282592 

+000017 

299 

OOI 

-10 

Austria 

139465 

138998 ‘ 

+00021 

2.53 

090 

-19 


NON ERM- MEMBERS 


UK 0.783103 

Bu nMOal ram aa by re Em 


curency, nt the rew 
canal rsta.17/BW:t 


308.740 -037 430 

0672667 -0000679' -16.19 


■ PHLADBMA8ECA OPTIONS £31.290 1 


■to pound) 


Dec 

92.33 

0283 

■OOI 

9295 

8282 

7735 

Mgr 

9285 

9286 

+OD1 

9287. 

8285 

• 9CCS 

jun 

9284 

8286 

+002 

9287.. 

MW ' 

. 4305' 

Sep 

9294 

9298 

+002 

8297 

9292 

4843 

Dec 

9248 

8290 

+003 

8251 

0246 

2830 


Ptoora itoa voL. Cal OB Pu» 907 .Ptea-deyto open tat, Cato 31328 fua 3S373 
1 PI M A niW AM DWA—C rt OWIIOi M DM82300 (Spar DM) 


K SHORT CTWBmW OPTIONR E50ft000 poWs Of lOOW _1 

— — ryilfl TUTS ” 

Price 0« Mar Jm Dbc Mar . k«i 

8225 012 016 .025 QM ■ 0.15 024 

^ 032 035 013 2 1 ™ ' ?£ 

0275 0 GDI OOB ' 042 050 065 

E*L «l total. Cto 1770 Pute2Sa Ftotaui to* ap*" I*. Clli 232372 PUB 231130 


Strike 

Prioe 

New 

- CALLS - 
-- Deo 

Jon 

Nov 

- PUTS - 
Dac 

Jan 

0970 

085 

189 

193 

- 

033 

057 

0973 

088 

OS6 

183 

- 

0.49 

078 

0980 

003 

,088 

195 

018 

072 

099 


Rwtora dWb vcL Cto 1466 tata 1JM - Aw. dayb open M- CBOe ll^fflPus 3G273 


Adara & Compary 725 
AIM Man Bank (OB) 726 
BllsreyArabeehst 725 
Bato B*sao Wrto" 7JS 
BtocfCjipnjG 725 
Bankol Ireland 725 
BwfcoUntf* . 13Ss 
Bto or Scotland 725 
BMtosBto 7JZ, 
HlBkatUdErat 725 
•tanSNItoaOoUl 725 
CWtakNA 725 

caydndstaSto 725 
Th# CtKjpartoe Bpr*72S 
Ooum&Co 725 

CypnaPcpulBrBarP 725 
CkiicanUMila 728 


base lenpinc rates 

% * 

fjs Sntm Tiusr Lknted 825 4«r 
r2S FkaareU&Osnto* 800 RSrr 
*BcDert Ftomtag 4 Co72E ft«i! 
rjs *Qjlm*BOMNon 725 TSB 
'Z Hstfc Bee*. «J Zurich 725 Urftt 

--C R Um Bf Bank 1 -725 IM) 
■ 25 Horiubto 5 Gton [w6k725 WM 
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Open 

LHMf 

Change 

High 

Lew 

EaL ml Open frit 

Doc 

04.12 

94.12 

-002 

04.16 

94.14 

100883 

500,104 

Mar 

- 04.14 

94.14- 

-003 

94.10 

94,17 

111*413 

444081 

Jm 

' 84,10 

9409 

-0.03 

94,16 

94.11 

92884 

341045 

■ US 1MMSUHV B1L FtITIinS OMM) Sim pflMOOM 



Dec . 

. 9492 

8482 

1— 

9482 

8482 

777 

4.719 

Mar 

.0503 

0605 

— 

9503 

9502 

284 

5/36 

Jm 

8499 

9480 

. - . 

0503 

0489 

184 

556 
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Nov 

Deo 
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Jan 

Mar 
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0.18 

080 
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0.14 

0 

002 

008 

012 

MB 

0 

008 

002 

pry 

DOT 

OID 

085 

088 

9000 ’ 

. 0 . 

0 

0 

OOI 

n r y 

032 

048 

048 

■676 

. 0 • 

0 

0 

• Q-. 

057 

057 

0.73 

073 
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Dee 
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Mar 

Jm 

Dec 

- PUTS 
Mar 

.006 
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013 

016 
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- .002 

003 ‘ 

OOB 

036 

n 
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REAL-TIME ELECTRONIC FOREX DEALING 

+ + TV.ZZ p.* ic'.i cr.ditr. r. l ; fiCvV;- 


J F. Morgan & Co. 
Incorporated 

us$2oaooo,ooo 

Subordinated floating rate 
notes due August 2002 

In accordance with the 
pmoisions of the notes, notice 
is hereby given that for the 
interest period IS November 
199m 18 February 1998 the 
nates oBl cany an interest rate 
of 5.75% per dunam. Interest 
payable on the rtteoanT 
interna paymaa date 18 
February 1998 wUtamoantu 
U5S73.47 per USS5.000 note. 


SARACEN 
VALUE 
TRUST 
I PLC 

Notice is hereby given that 
the register of members of 
Sanan Value Hus PLC will 
be dosed £raoi dose of business 
tm 18 November; 1997. 



Jin 

052 

070 
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COMMODITIES AND AGRICULTURE 


Further rise forecast in white pepper prices 


By Gary Mead 

This year’s sizzling price 
rises in white pepper are 
likely to get hotter still early 
nest year, as anxiety grows 
over the persistent severe 
drought in Indonesia, the 
world’s ' biggest producer of 
the pungent spice, 

’Tve never seen this level 
of prices before,” said Han 
Herweyer, of Man Produc- 
ten, the specialist spice 
trader based in Rotterdam. 
“It’s getting to the point 
where there may eventually 
not be any white pepper 
available." 

At the beginning of 1997 
white pepper was trading at 
about S4u90Q a tonne, having 
almost doubled in price 
since the middle of 1996; by 
last week prices were $9,600 
a tonne. Man Producten 
expects prices soon to reach 

910.000 a tonne. 

However, prices yesterday 
retracted a little, to about 


99,200 a tonne, on reports of 
r ainfall in Indonesia. 

This small decline is 
expected to be relatively 
shortlived, according to 
David Marchington of the 
specialist London-based trad- 
ers Chambers & Knight. “We 
expect the price to be above 

910.000 a tonne by next April 
as the real shortages 
between Indonesian crops 
become apparent,'’ he said. 

The recent record prices 
are driven almost entirety by 
fundamentals and owe little 
to speculators taking advan- 
tage of poor crops, according 
to specialists. 

They point to fears sur- 
rounding next year’s crop in 
Indonesia, which accounts 
for more than 85 per cent of 
global white pepper output, 
as being the main factor. 
Other significant producers, 
such as Brazil and China, 
are not able quickly to make 
up the shor tfall- The bulk of 
demand is in Europe. 
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Pepper picker: recent record prices have bear driv e n by fundamentals and owe little to speculators 


The current El Nino 
weather pattern - a periodic 
warming of the tropica! 
Pacific Ocean that reverber- 
ates globally - is being 
blamed for a two-month 
drought that has taken a 


Oil slips on signs of 
Iraa-UN comnromis 


severe toll on the country's 
soft commodities, including 

pepper. 

“Indonesia harvests its 
white pepper in June and 
July, then normally the 
r ains come,” Mr Herweyer 


said. “But so far this year it 
has had a bad drought with 
just a few drizzles recently. 
The current crop is going to 
be very late and probably 
very small.” White pepper 
plants are not robust and 


will not easily recover from 
the drought. 

At the same time, this 
year's was the latest in a 
five-year run of relatively 
poor white pepper crops. An 
average Indonesian white 


pepper crop is' between 

20.000 and 30.000 tonnes. 

A further factor likely to 
induce yet more price 
increases is that many hold- 
ers of large white pepper 
stocks sold earlier in the 
year, ironically to take 
advantage of earlier high 

prices. 

“Nobody really knows, but 
the taik in the market is that 
even strong players in 
Indonesia now have very low 
stocks as a result of these 
prices.” said Mr Marching- 
ton. ”1 don’t see these prices 
coining back down very 
much for another 18 months, 
well after next year’s Indone- 
sian crop.” 

• Trading on India’s new 
international exchange for 
pepper fixtures in Cochin got 
off to a slow start yesterday, 
with just 7.5 tonnes chang- 
ing hands. India produces 
some 60,000 tonnes of pepper 
a year and exports almost 60 
per cent 


Warning on al uminium growth 


MARKETS REPORT 


By Gary Mead 
and Kenneth Gooding 

The merest indications of a 
compromise in the diplo- 
matic confrontation between 
Iraq and the United Nations 
were enough to dent crude 
oil futures yesterday. 

The December contract on 
the New York Mercantile 
Exchange slipped 59 cents to 
920.41 a barrel just before 
midday. It had earlier bot- 
tomed out at 920.30 a barrel. 

Dealers on London’s Inter- 
national Petroleum 
Exchange took a similarly 
downbeat view, knocking 
December Brent crude down 
by SO cents a barrel at one 
stage, though it later recov- 
ered somewhat to $19.75, 
down 30 cents on the previ- 
ous close. 

Reports that the US might 
be willing to make some 


COMMODITIES PRICES 


adjustments to Iraq’s 
UN-brokered oil-far-food pro- 
gramme, if Iraq complied 
with the UN’s weapons 
inspection programme, fur- 
ther depressed the markets. 

Gold’s price in Europe 
held above 9300 an ounce 
yesterday, and was “fixed” 
in London in the afternoon 
at $303.75. Dealers said that 
the price was being sup- 
ported by producers closing 
out a large number of for- 
ward sales contracts. 

However, many analysts 
remained bearish and said 
that eventually the price 
could break below 9300. and 
might then go to 9285 an 
ounce. 

“Even tho ugh there have 
been a lot of producer buy- 
backs, that is just giving the 
market a few days' consoli- 
dation, then it will probably 
go down again." said Ted 
Arnold, analyst at Merrill 
Lynch. “If it doesn’t, it will 


go sideways for a bit. If the 
funds get tired and cover 
their short positions, that 
might be good for $10 or $15 
[an ounce] but then produc- 
ers would jump in again 
[and sell]." 

Gold was helped to its low- 
est level for nearly 13 years 
last month by the recom- 
mendation by a Swiss com- 
mittee that the country's 
central b ank sell 1,400 
tonnes from its reserves. The 
International Monetary 
Fund yesterday welcomed 
the idea that Switzerland 
WOUld abandon gold hanlriwg 
for its currency and come 
into lina with international 
practice. 

Soft commodities drifted 
on the London International 
Financial Futures Brrhangp 
The benchmark March con- 
tract for cocoa ended £12 
lower at £1.043 a tonne, 
while the January future for 
coffee slid $9 to $1,645. 


By Kenneth Gooding, 

AGning Correspondent 

The aluminium industry is 
not investing enough in new 
production capacity to keep 
pace with demand to 2015, 
the Economist Intelligence 
Unit suggests in a research 
report today. 

l It predicts average London 
j Metal Rrrrhangp three-month 
1 aluminium prices during 
1995-2015 will be $1,615 a 
tonne. Producers will receive 
an average of about $1,712 a 
tonne in 1997 dollars. 

This is just above the level 
of $1,700 a tonne the report 
suggests is required to make 
investment in new alumin- 
ium smelters viable. 

The EIU forecasts that 
world consumption of pri- 
mary al umini um (20.7m 
tonnes in 1966) will grow an 
average 2J3 per cent a year 
to 3L8m tonnes in 2015. In 
the short term, consumption 
is predicted to increase 4 per 
cent in 1997. 3.6 per cent 
next year. 1.9 per cent in 
1999 and 2.8 per cent in 2000. 


Aluminium supply ami demand hadancfr 

World primary figures, tonnes pa. 1996 2000 2006 2010 .2015 

Required capacity . . . 21,905 24£57 27.074 ' 30,116 34.509 

Surpjuatoeficit • • . ■ " • • 1.638 87 j '-£330 ‘ ■ -5J3T2 ' -9.765 


Secondary, or scrap, metal 
win take a bigger share of 
cons umpti on, rising from 30 
per cent in 1995 to 33 per 
cent in 2015. 

James King, who wrote 
the report, says: “Our 
demand forecast Indicates 
that capacity will remain 
adequate until 2 00 2 but that 
by 2015 the industry will 
need to add 9.8m tonnes a 
year of new capacity beyond 
that currently committed. 
We forecast that this can be 
achieved over the period by 
opening 20 new smelters and 
making major expansions at 
38 existing smelters. 

“All of these projects have 
been discussed in the indus- 
try in recent years. The rate 
of new smelter construction 


is not g reater than has been 
achieved in the past 20 
years, amounting to an aver- 
age of one greenfield smelter 
each year. The smelter pro- 
jects that have been identi- 
fied around the world are 
sufficient to meet tba needs, 
but the rate of investment 
activity is currently too low 
to achieve the required 
expansion." 

Expansions of masting low 
cost smelters can be viable 
at prices between $1,550 and 
$1,600 a tonne. 

Primary aluminium prices 
in the short term are expec- 
ted to remain about $1,650 a 
tonne before easing in . the 
second half of next year and 
into 1999, when they will 
reach a low of $1,450. 


Mr King say the primary 
aluminium industry has 
undergone a structural 
change in the past 20 years 
with the emergence of a 
large sector of Independent 
producers selling to unre- 
lated customers. Much new 
capacity will be of this type. 

“These trends indicate 
that the' supply of primary 
aluminium continues to 
become less flexible to price 
movements and more frag- 
mented. This places greater 
onus on some of the larger 
producers to adjust their 
production over the eco- 
nomic cycle if they wish to 
stabilise metal prices.” 

Aluminium to 2015. The 
looming shortage. EIU, 44 
(0)171 830 1007. £595. 


Philippines 
suffers fall 
in metals 
revenues 


By Justin Maroza 
in Manila 

Philippi* metal revenues 
fell 20 per cent year-on-year 
to 8.94bn pesos (92S3m) In 
the first nine months of the 
year, the government’s 
Mines and Geosciences 
Bureau said yesterday. 

The value of gold pro- 
duced fell 13 per cent to 
6-4bn pesos, silver declined 
30 per cent to 60m pesos and 
copper slipped 36 per cent to 
lJttm pesos. 

The bureau blamed the 
fall on several factors, 
including depressed metal 
prices on world markets and 
disruption to mining 
operations. 

It said the move by 
Lepanto Consolidated Min- 
ing Corp to being a primary' 
gold producer from a copper 
producer was one reason for 
the big drop in copper out- 
put. Bat the bureau said it 
expected local metal produc- 
tion to rise as improvements 
to Lepanto’s Victoria 
operations take effect. 

The Philippines is poten- 
tially an attractive mining 
destination but companies 
intending to invest have had 
their efforts undermined by 
bureaucratic delays and a 
high-profile accident last 
year, which have left the 
sector essentially dormant. 

Until this month, the min- 
ing industry had been opti- 
mistic about prospects of 
receiving approval for new 
exploration permits before 
the end of the year. 

However, the passing of a 
law protecting the rights of 
indigenous peoples, which 
appears to conflict with 
existing mining legislation, 
has plunged the sector back 
into uncertainty. 

The bureau has 70 applica- 
tions for exploration 
licences pending from for- 
eign and local mining 
groups but executives 
believe there is little pros- 
pect of action before presi- 
dential elections in May. 
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BASE METALS 

LONDON METAL EXCHANGE 

(Prices (ram An u l ga t m ad Mata! Tracing] 

■ ALUMtaBIffiA 9SL7 PURITY ft per tonrw» 

Cash S iMhs 

Ctose 1636-37 1864-65 

Previous 1640-41 1666-67 

HtflMow 166771665 

AM Official 16303-310 1659-50-5 

Kerb dose 1658-59 

Open kit 257.601 

Total dally turnover 175.024 

■ AtUhPNTUM ALLOY ffi per tcntutf 

Ctose 1 JIG -87 1462-95 

Prwwus 1480-B0 1492-95 

HrgWtow 14950490 

AM Official 1482-85 1490-91 

Kerb ctose 1490-95 

Open int 6.534 

Tata Baft nrrorer 3,315 
M LEAP (S per tonne] 

Ctoso 562-4 577-8 

Previous 571.5-72.5 566-86.5 

HlgMoer 581/575 

AM Official 668-58.5 574.5-75.5 

KerO clone S7&-60 

Open mt 31.230 

Total daft tumorer 9.051 

■ NICKEL |S per loraief 

Ctoso 6135-45 6225-30 

Previous 6200-05 8285-90 

HiffMo w 8270/8180 

AM Official 6105-10 6210-20 

Kerb close 8225-30 

Open W 61.605 

Tcta dally turnover 20526 

■ TIN (S pe* tonne! 

dose 5635-45 5615-20 

Previous 5620-30 5600-05 

KqMow 5640/5810 5*25/5585 

AM Official 5620-25 5595-600 

Kerb ctoso 5823-25 

Open Int. 14.574 


Precious Metals continued 

■ GOTO COMB( pOO Troy OZ4 Sftroy <Hj 

Ml OWe Opn 

price c hmm M* low Vol tat 
Nnr 304.1 *<U 

Dec 3047 +04 3055 3832 54.935 102J* 

FW 3055 +0.4 306 JS 304.7 7.790 40334 

307.9 +0.4 308.4 3008 609 8.193 

Jun 3100 +04 3105 3007 1.014 11.169 

tag 312.1 +04 3124 312.4 136 4JBIB 

raO! 85,342210910 

■ PLATINUM NYMEX (50 Troy Vtroy oz.) 

•bn 385.5 +15 3805 3820 2430 10564 

Apr 3825 +1.5 3835 3815 193 1.637 

-M 3705 +13 377.0 3770 14 98 

Tom 2677 12299 

■ PALLADIUM NYMEX (100 Troy ol; Srtroy az.) 

Dec 20680 -0.70 20750 205.20 218 2886 

Her 20480 +080 20480 20380 154 1.5Z7 

JOB 20130 *030 - - 6 117 

Sep 19830 +030 - - - 2 

Total 378 4332 

■ SH.VB? COMSX (5800 Trey asj Certfs/tayaiJ 

N» 5110 +33 - - 48 35 

Dec 511.8 +3.8 5158 5088 26812 48353 

JHo 514.1 +4 0 5158 5758 2 27 

Mw 5183 +43 5215 5158 4.107 31386 


GRAINS AND OIL SEEDS 

■ WHEAT LUTE (100 tonnes; Cpartonne} 


Salt Day* Opn 

price change Bpb Low Vd tot 

Hw 00.45 +0.70 80.45 8080 7 117 Bee 

Jae 8280 +0.75 8250 8280 50 2.479 Mw 

liar 8480 +080 8480 83.70 65 2811 H* 

lift 6680 4080 8680 85.70 55 2389 Jet 

Jri 8850 +075 8885 87.70 30 205 Sep 

To* air 8,186 Dec 

■ WHEAT CBT SJOObu into; certa/TOb Ptahal) T *i 

Dec 345.50 +550 34675 3 3980 11853 36.190 — 

Mar 38075 +580 36200 355.00 6.43 37,724 Oac 

Hep 38880 +425 37Q80 36375 685 6788 Hw 

M 37425 +535 37480 368.50 1518 16.747 Hay 

Sap 37980 +435 37980 37B80 61 273 Ad 

Dee 38400 +150 389.00 33480 237 3307 Sap 

rata 2259910659 Dec 

H MAIZE COT (5800 bu min: canteffieto bushel) ^ 

Dec 277.75 +575 27880 Z7180 41.409187848 — 

Hw 28880 +580 286.75 28180 24306123/23 Dee 

Her 29380 +535 29380 28680 3833 33.701 Daft 

M 29680 +535 297. DO 29080 4.701 45.775 « c 

Sep 288.00 +4.75 28880 28350 218 4,447 

Dec 266.75 +3.75 28780 28280 1891 29807 $•* 

Total 7889437*29 

■ BARLEY L1FPE (100 twvws; £ per tonre^ JJ* 


SOFTS 

■ COCOA LIFTS (10 tomes; EAnnne) 

Sail Day*. 0pm 

price ctonpe fiftb lew Yd lot 

Dec 1016 -13 1028 1016 1801 41825 

Hw 1042 -14 1054 1042 1,483 37833 

HW 1062 -13 1073 1062 156 23883 

Jri 1080 -13 1089 10BT 263 10.461 

Sep 1098 -12 1105 1099 601 19850 

Dec 1112 -13 1122 1115 U57 21879 

Total V® 5*7,770 

H COCOA CSCE (10 tonnes Stowed 


MEAT AND LIVESTOCK - 

■ LIVE CATTLE CME (40800tos; centaflba} 

‘ Sett Bey’s ’ ' Open 

Mot dwpge Bgfe low Vri tat 

Dec 67.425+0225 67850 66800 5,171 31873 

M 88350-0.125 68850 66850 3,131 35.414 

Apr 72225 -0.125 72850 72850 936 16,775 

Jan 70425-0.100 70875 70300 684 11854 

Ari| 7D800+OQ25 70725 70375 350 4280 

Oct 72800-0825 72350 72.050 48 1225 

Total 10828 101207 

m LEAN HOGS CME (4fl,000tos; oents/TbS) 


Dec 

1581 

-18 

1595 

1577 3J7I2 1JB2 

Dec 

62JQ0 +0.175 62.775 62.150 4^73 

15X89 

Mw 

1615 

-18 

1B3Q 

1813 3551 46,112 

Fed 

62.425-0375 62.675 62.050 3584 

13X22 

■to 

1643 

-17 

1655 

1041 

604 17JB8 

to 

5083+0200 50975 50550 910 

SJ7B 

tol 

1065 

-17 

107$ 

1GBS 

135 4fl77 

Jm 

65200+0100 65350 BOSO 232 

1606 

to* 

7585 

-17 

1691 

1600 

744 5.483 

Jri 

04.725+0175 64300 64.450 SO 

129 6 

Dec 

1704 

-17 

- 

- 

37 9033 

Imp 

62425 +0.125 GZS0 00300 2 

216 

Trial 





7^83 9L878 

Trial 

9X37 

40X34 

H COCOA ()CCO> tSDffsAcrvmi 


■ PORK BELLES CME ffaootex; 

Roe 14 



Pries 

Pm. toy 


59J2S0-0Z75 60400 50500 1549 

0206 

Daft 


— 

1242.09 

12*326 

Mw 

9X75-0400 59X00 STJtED ISO 

1JH4 


toy 520J 

+u 

5240 

5205 

1JW7 2.735 

He* 

75.00 

+0Z5 

_ 

28 

Jri 5225 

+4.3 

6200 

5215 

80 3507 

Ja 

76.75 

+025 

- 

1,268 

Trial 




31242 80X27 

Mw 

7000 

+055 7900 78m 

7 

556 






toy 

8075 

+025 

- 

23 

ENERGY 





to* 

Total 

81.75 

+050 

7 

8 

MOB 


Total dally turnover 4.529 
H We, apodal high grade j$ par tonne} 


done 

1139-40 

1166-67 


ftnavioun 

1155.5-505 

1181-82 


HJgMcw 


117871185 


AM Official 

T 142-425 

11605-89.5 


Kcrtl doao 


1170-71 

to 

Open int 

82.837 

"to 

T 0&4 daft turnover 

40.177 


Jm 

Told 

H COPPER, grade A (S par tome* 


H CRUDE OU, NYMEX (1800 barrets. S/berrefl 
Latwt Day's Open 

price donga Mgb lata «d fed 

Dee 2040 -0.60 20S2 2030 51,530 59.154 

Jaa 2064 -082 2186 2045 44349 94.162 

ft* 2086 -0.46 21.10 2035 1234 42307 

Hw 2066 -035 2087 2050 5.707 23887 

Apr 20.48 - 2080 2048 1812 16818 

Hay 20.41 -032 2041 2041 1257 19.751 

Total 122864417808 

H CRUDE OCL IPE (VfroreQ 

Uteri Deft 0pm 

price ebep Hp lar 1 M U 

Jm 19.61 -0.44 19.78 1935 17340 70625 

m 1981 -039 19162 1947 10851 37823 

■fear 1937 -037 1946 1936 1.186 7,789 


1015 -028 19.15 1015 


4 5.681 
- 9,788 

of* ate 


Cto» 

Previous 
Kfch/low 
AM Official 
Kerb cto9e 
Open tot 
Total dally turnover 


1945-46 1971-72 

1936-37 1958-59 

197671958 
1930-305 1355-56 

19605-87 

160833 

94866 


H LME AM Official E/S rates 18885 
LME Gtoetog PS rate: 1892S 

Scot I BMO 3 rate 1 G 16791 9 MSI 
H HIGH CRAPE COPPER (COMEX1 



sett 

Day's 



0pm 


pries dongs fityi 

Ltet 

«ri tat 

MOV 

8900 

+O10 

8945 

8890 

222 1.069 

Dec 

69.15 

+0.15 

89.70 

8950 

4.129 29446 

ton 

89.45 

+0.10 

8990 

9900 

59 1,679 

Mi 

8940 

+8.10 

63.90 

8920 

116 1.457 

MW 

8945 

- 

8990 

Barm 

4 1239 

to 

Total 

8950 

-a io 

89.70 

8950 

110 1295 
7,111 ia9N 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices supplied by N M RotfrscMd) 


GotofTroy cb} $ | 


Cnee 
Opwing 
Morning fix 
Afternoon In 

Days ugh 

Day’s Low 


aoaawo4jo 

30390-30420 

303.00 

303.75 

304.7030580 

30220-30280 


fi eqift SFr equiv 


179.40 428.75 
17982 42K23 


Previous dOW 30220-302.70 
LOW Lrin Mean Gold Lam 

1 month 3^0 6 r 

2 months -389 12 

3 mo nt hs 342 


Gold LencSag Rates <Va USS} 

-340 6 month* 385 

-3-39 12 months 3.79 

—342 


Latest Bay'll Ppm 

price ring* 10* law Vcl h* 

Dec 5685 -1.19 5982 56.00 228S5 46839 

Jae 5485 -041 980 5880 9804 34824 

Fab 58.90 -1.11 6000 5865 3887 15812 

Mar 5400 -181 5425 5780 627 9870 

Apr 5440 -0.91 5450 5430 424 6877 

Hay 5480 -091 5600 5480 T5Z 4.020 

Total 372821243*1 

H GAS OIL PE S/tarael 

Sea Days Open 

Price drags Ugh tor Kf tt 
Ok 17980 -425 182.00 T7980 7876 30.101 

-lae 17975 -4JM 18180 17925 XOT 14814 

Fan 17425 -325 10080 17400 1251 10,735 

Her 17780 -225 17780 17780 137 4707 

Apr 17425 -223 - 3840 

toy 17280 -280 - 1. 883 

w* mtn 85851 

H NATURAL GAS PE (1800 femg pace (Krftarap 

D«C 15.170 -0.150 15220 15.150 27S 1,180 

Jm 19400 -0.180 14530 19.490 ISO 2825 

Total 670 11,666 

H NATURAL OAS gTWEX C10J00 waOn StaaBnJ 

UWIto Open 

price dttreta Op tor fN bt 
Dec 2875-0854 3.100 i«0 41858 43538 
JBB 2.995 -0057 3. no 2970 19512 43555 

RH 2JS0 -0.032 ZSB Z765 8217 34.454 

Hw 2530-0012 2570 2510 2990 10248 

Apr 2286 -0.005 2320 2260 2030 11801 

to 2190-0015 2225 2190 616 B80J 

to« maaw 

■ UMEADSI GAS0L9E 

MVSEXHaOOPLEgaa^cASgafaj 


after Rx 

trtroy or. 

US cts equiv. 


Spot 

304-20 

St 3.50 


3 months 

307.70 

517.15 

OK 

6 months 

311.10 

520-50 

i year 

31755 

527.55 

Jwi 

Feb 

MW 

Gold Coins 

3 prtee 

£ equrv. 

Krugerrand 

307-310 

161-183 

to 

Maple Leaf 

- 

• 

toy 

Total 

New Sevareipi 

72-75 

43-44 


latest Day’s 
price dtaage 

saao -1.19 
S9.B0 -106 
69.76 -089 
6625 -OS 


Open 

np In VU id 

90J5 59.40 17.148 26873 
60.50 5920 8834 22831 
5095 980 2274 11.744 
BDJS EftlO 1861 7.140 
- - 779 6220 

- 410 5805 

32,192 96816 


H SOYABEANS (XT (5 JOaentotanaffiMiPuataO 

Nav 733J5 +625 73480 722.00 4JJ75 4436 

Jm 72825 +225 72780 71680 32870 67JB98 

Hw 72825 +280 72980 71650 5861 26811 

May 731.75 +180 73200 72180 2376 2087B 

-M 73325 +280 73380 724.00 3236 20897 

Aag 72880 +1.00 72880 72080 298 1814 

Trial 46030 146154 

■ SOYABEAN OIL G8T (SQ.OOCBbs: cantate) 

DSC 2629 -028 2680 2682 8735 42832 

Jaa !K48 -02B 2680 2620 6848 36.793 

Hw 2684 -028 2686 2G2B 3812 24867 

tafey 2S.61 -023 2687 26.30 2891 11406 

Jri 26.56 -019 2882 2622 1.434 0827 

Aug 2621 -0.19 2535 2585 297 1 20* 

Total 21861 127887 

H SOTABEAN MEAL Carr (IDO tons; STtor) 

Dk 2314 -0.1 231.7 2275 14515 34,150 

Jai 2254 +02 2268 2232 8.756 27566 

»t 2228 - 2237 2208 4837 25,122 

to zzno -05 2205 2178 2855 17,103 

Jtf 220. B +dl 2208 2188 2809 12840 

Aeg 2200 -ai 2205 2165 *22 2,986 

Trial 34814 H5473 

H POTATOES LBTE (20 lannes; £ per mnr»^ 
taw 990 -3.0 


m QOFFmUFFE p formas; Srtonne] 

War 1646 -12 1642 1835 167 1857 

Jae 1645 -9 165* 1625 1 878 17.794 

Mw 1630 -1* 1639 1612 920 1X487 

Hey 1621 -12 1625 1610 139 3334 

M 1824 -12 - - - lfl27 

Sap 1632 -12 - - - 409 

Total 3804 3B8H 

H COFTSE ■C* CSCE g7300toa: centsAba) 

Dec 15980 -4.10 185X0 15000 5468 3S18 

Mw 152.75 +180 15580 15180 55*6 10.783 

MW 14880 +2.00 14980 M850 1JD12 3419 

Jri 14380 +285 14480 14280 325 2888 

Sap 14080 +2-75 14080 13980 69 1875 

Dee 136-25 +250 138.00 13480 84 057 

Trill 12882 22X15 

» CCHMjtXQXJScenltefrxtog 

Hw 14 Pier, tor 

Comp, daft 12174 120Z6 

J5djy weraga 11&SS 11589 

H WHITE SUGAR UFFE(50 tonnea; SAomej 

Hw 316.7 -1.1 3178 3168 491 20811 

MW JT9X -05 3208 3208 181 <JSS 

Aeg 321.0 - 3215 3218 75 3863 

Oct 3148 -05 - - - 3,403 

Dk 3148 +85 1895 

Total 747 32873 

■ SUGAR *11’ CSCE (liaoOCtta; centa/aw} 

Mar 1281 -003 1236 1Z29 8,100 1208k 

May 1256 -003 1259 1286 2876 31.707 

Jri 1280 -081 1203 1280 1464 23829 

Dot 1185 -0.01 1187 1183 1,145 22,158 

Mw 11 ST - 1188 1187 120 8812 

Hay 11.61 - 1185 11.60 20 649 

Trial 13^45200,766 

■ COTTON NYCe POOCOtw; certsffito 


to 

1305 

-65 

1320 

125.1 

99 

1,116 

Dk 

70.62 

-007 

rift 

1405 

-55 


_ 


22 

Mr 

7157 

-0.14 

Jm 

1505 

-65 

_ 

_ 



toy 

7298 

-0.12 

Nov 

620 

+20 


_ 


3 

Jri 

7350 

-a© 

Total 





99 

1,153 

Od 

75.10 

-008 

M FREIGHT 93FFBQ UFFE CSIQflndax print) 

Dm 

Total 

7854 

-051 


tor 

1195 

-s 

1190 

1185 

8 

478 

DK 

1190 

-15 

1185 

1180 

11 

259 

JSB 

1225 

-15 

1225 

1220 

18 

602 

to 

1XS 

-10 

1305 

1300 

21 

SOS 

JM 

1170 

— 

- 

— 

- 

118 

Triri 

Ctae 

to 



54 

2£10 

BR 

1234 

1242 






PULP AND PAPER 

■ PtiLPEX OMLX (99: 24 ar dry tons) 

Sett Da^ OpK 

price towage Ngh Lew W M 
Dec 54980 +2JJ0 54980 5498Q 5 282 

Mr 56980 +180 51980 58980 5 363 

Total ID 640 

FUTURES DATA 

AS futures data suppOBd by CMS. 


Tea tarn The Tea Brt*wa’ Aesociabon 
There was knpraired demand Tor tea. 
Landed: Assarts mat more uunpetftkn 
wtti prices ton and occaatonaSy dearer tor 
the tMttar Iquorfno types. Best Aftfcars 
sold welt patrtcularty brighter Burundi 
wriirii appradatad 4 pence to- 8 pence. 
OffiMwrae Thera was fakly good demoid at 
ran) the last kw k. Ouriatim tor Ms 
sate; Landed; beet avataMe 182p; good 
105 k 9 »d medium i65p; mattajm I4fip; 
tow medton ISOft. TH» Wgftesl pries rari- 
teed this week was I 82 p for a Burund 
PPl. 


ram tojao hubs 

H OHANGE JHCE WVCE p5,000fas; centa^tari 

Jaa v 84.70 +285 8480 BZ7S 2JK2 Z3J76 

taw 8770 +2.10 8775 8660 T8I0 12410 

M? 90.75 +265 9a75 8885 187 3874 

Jri 9380 +2.40 9380 9225 138 18SB 

Stp 9680 +240 0480 9480 1 855 

Hi* ‘ 9625 +2.1S - - 10 721 


VOLUME DATA 

Open Interest md Vbtums data shown tor 
conoacts traded on COMEX. NYMEX, CBT. 
NYCE, CME, CSCE aid IPE Orude OU tee 
one day h arreere. Votone & Open Interest 
totals are tor OP traded montns. 


INDICES 

H H e ut era (Base: i»»3i a IQO) 
Nov 17 Nov 14 month ago 
1B138 18192 18524 

H CHS rnaaeegasg 1987 a 100} 
Nov 14 Nov 13 mouth ago 
341.72 24114 

m GSCt Spot (Base 1070 = 10H 
Nov 14 Nov 13 month ego 
rVa 20448 205.11 


yoarego 

187U6 


year ago 

20022 


It HIKHW STOCKS toto 


AkjminMn 

-SZ25 

■to 

717525 

AksnMum afty 

-l.iao 

ta 

44^80 

Copper 

-1575 

ID 

341^50 

Imxl 

+2575 

U 

110075 

Mdtal 

-436 

to 

6658? 

ZhC 

+4.875 

to 

494£75 

Tin 

+105 

ID 

0200 


Ift 58800-0950 6Q200 56800 62 404 

Jnt 59800-1.450 63000 59800 12 358 

flag 55300 -0750 58400 56800 1 18 

Trito 1773 8,142 

LONDON TRADED OPTIONS 

SHtae price $ tome — Cats — — Puts — 

■ aluminium 

(B9.7M) LME Dec Mar Dec Mer 

1625 34 78 tS 40 

1660 20 03 25 51 

1875 11 51 40 54 

H COPPER 

(Grads A) LME Dec Mar Dec Mw 

1850 39 88 32 88 

2000 18 65 81 94 

SOSO ; 88 48 100 125 

H COFFEEUFFE Jan Mar Jan Mer 

1600 5 86 24 41 

1050 1 59 88 S4 

1700 : - 41 119 96 

H COCOA UFFE Dec Mw Dec Mar 

1000 18 71 3 29 

1025 5 57 14 40 

1050 1 47 35 55 

■ BRENT CRUDE 

«= Jan Peb Jan Feb 

1900 37 37 

1950 57 

2000 .... 

LONDON SPOT MARKETS 

H CRUDE OtLR36 (pw bsrreQ w 

Dubai S1&29-&30W -0805 

Brent Bend (dared) $1033-9.37 -0.78 

Brent Band (Jar* $1033-9-35 -0.735 

W.TJ. $2038-040* -082 

H OtL PRODUCTS HKEpwccpt defirery CfdOBtn) 

Premium GasoJne $197-200 ' 

Gas 00 *183-188 -05 • 

Heavy Fuel 08 $104-106 

Na phth a $184-196 -5 

Jet fuel $203-206 - S 

Oeeel $183-195 -3X 

H NATURAL GAS psnceAhgml 

Bssten (Dec; 10.10-1580 -0.15 

ftstotam Ague rwi London (0177) ass 8737 
H. OTHER 



Grid feer tray os}$ 

S30SJ85 

+1j40 

9rar (per tray o49 

sianoc 

+7no 

- Ptetingrr (par troy at) 


+Z4M 

Pafat&jm (per troy okj 

S207.00 

+1D0 

Qokw 

81.0c 

+in 

LMd (US prod.} 

45.00c 


Tin (Kuoia Lunpw) 

18£9r 

-007 

Tin (Now Yurt) 

2635 

+1.0 

Caro® (tfve wriga} 

eejip 

-12CT 

Stoep $ve wri^n) 

88j86p 

-TAT- 

Pigs (fte we^t 

63.01 p 

-724- 

Lon. day aga r few) 

$29030 

-1-40 

Laa day *ogw (wtoj 

$308.80 

+0.10 

Scrtoy (&cg. toed) 

IMq 


Maize (US No3 Yeftavr) 

tl 08.00 


Wheel (US Dwfc North] 

Cftq 


Rubber 

SLSOp 


Rubber (Jan)* 

5450c 


Rubber (KLfiSS Nov- 

278HZ 

•3J3 

Coconut Ol (Ptti9§ 

BXLSf 

+2J5 

Prim Ol (Maisy4§ 

545DW ' 

+50 

* Copra 

S417S 


Soyabeans (US) 

188.0= 

+1to 

Cotton CXjXrck'A’ Index 

77.15c 

+010 

VWooftops (643 Si^er) 

399p 

-1 


CROSSWORD 

No.9,535 Set by DARCY 



ACROSS DOWN 

1 Not woridug with comput- i Well over half of moral 
ers. exhausted and pessi- lapses in the 60s for exam- 
mistic (8) pie? (6) 

5 AW0L - lVs 2- W Checking what's avail- 

_ . . . , . t able ta software, optimistic 

9, 10 its layout should be about program's origin 
more effective — bard lines! (6,8) “ 

11 rvS™ »„ -u .+ jii. 3 A regular imbiber, but dev- 
il Cockneys shout, with no -er (61 

booze about? Only jokingi 4 making fun of us, 

. . . rather late in the pub? (5,5) 

12 Odd phrase for a mountain- 6 Representing the worths? 

, . J*® . _ , , It may go to one's head 

14 Approximately where (53) 

tide's a bump in the road? 7, 20 Hidden agenda in writ- 

18 Enliven tenn at Oxford. 1 *** “ to 

mro«y wvered by dodgy 8 At firet, yobbos used to be 

uO) m 4 to cause devastation 

22 One of the rodents that (3,5) 

„ ' s 13 Part in s«ial covering reg- 

23 Si®i 1I ^ be JE? ecte,J u * ar expenditure? (10) 

bfoodthirstj’ story (8) is Like retaliation in Gulf - 

* T 64 “ ver 

fannance? (8 JS) 16 See 2 down 

26 Wad's, left to bo hack fe 17 Such advene reaction may 
flimsy cage - lapwings? (6) cause ill-feeling (8) 

27 Walk out, given a lift, and 19 Enemy router- one from 

start playing (63) the Gulf? (6) 

20 See 7 down 

21 Aromatic herb used in 
homeopathy's soporific (6) 

Solution to Saturday's prise puzzle on Saturday November 
29. 

Solution to yesterday’s prize puzzle on Monday December 1. 


e per tans iriMs nftentas tarito. p Hereto - 1 anWh 

-rtiQjrt! it "t*t j *i- r — *HJ — r-m-. II 

Ji. fUMtal Og ta w L 6 OF BBtta r ra w . 4 fttann nertw 
toass. * Chreps on asric. tasted an 3SZ toed of pigs seid. 
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LONDON STOCK EXCHANGE 

Asian recovery gives Footsie 125-point lift 

IQVI|MVVM9gPMBH| close 125.2 higher at 4L867.Q. been hit hard by the strength of the broker. “We. believe that not weighted in ui 

The imnn+ii* far nvoverv came sterling, were a relief even rmlv are thev iostifled on such as engineer* 


mEJUMbareMer 


By Peter John 

A strong recovery in Asian 
markets sent London up sharply 
yesterday. 

The FTSE 100 index jumped 3 

per cent minutes after the start 
of trading following a surge of 
buying in tbe futures market. 

It drifted back during the 
morning but never fell to earth. 
And a strong early shewing by 
the Dow Jones Industrial Aver- 
age, spurred by industrial pro- 
duction data that reinforced the 
benign inflationary climate, 
helped Footsie climb back 
towards its initial peak and 


close 125.2 higher at 4B67.Q. 

The impetus for recovery came 
from Hong Kong and Japan. The 
Nikkei was driven almost 8 per 
cent higher by hope that authori- 
ties were ready to take action to 

help the ailing finan cial sector 
following the public bailout of 
Hokkaido Takushoku Bank 
depositors. However, stocks 
exposed to the Pacific Rim - 
HSBC. Standard Chartered and 
Cable & Wireless - did not lead 
the market rise. 

Instead there was a broad- 
based fillip for international trad- 
ers - albeit on slim volume - 
with extra encouragement pro- 
vided by British Steel. Figures 
from the company, which has 


been hit hard by the strength of 
sterling, were a relief even 
though rumours of restructuring 
were not confirmed. 

By the end of the day, Footsie 
may have been nearly 9 per cent 

below its early October peak but 
it was well above the end of year 
forecasts that strategists pre- 
dicted in January. 

Nevertheless, it was too low for 

Dresdner Klein wort Benson, 
which published research sug- 
gesting that concentration on tra- 
ditional valuation methods has 
left fund managers unable to 
unlock the value in HE equities. 

“Certain sectors' ratings (rela- 
tive to their forecast growth) 
seem superficially extreme." says 


the broker. “We.believe that not 
only are they jus tilled on 
grounds of earnings quality but 
we expect these quality consider- 
ations to become even more 
important" 

The broker has looked very 
closely at UK Institutional 
weightings compared to the hold- 
ings of US and European funds. 

For example, data supplied by 
Citywatch shows US investors 
are massively overweight in 
pharmaceuticals stock s, wh ich 
have outperformed the FTSE All 
Share index by almost 10 per cent 
since the start of 1996. However 
UK funds are underweight in 
pharmaceuticals while they have 
become increasingly heavily 


weighted in underperformers 
such as engineers and paper and 
packag in g 

Dresdner believes the market is 
fairly valued, bordering an cheap, 
and has held its end of year tar- 
get at 5,200. 

While Footsie saw the most 
dramatic gains, the FTSE 2SO 
lifted 39.3 to 4.62SA However, the 
Small Cap ended relatively flat 
with a rise of only 1.5 to 238RL 
Overall turnover was only 585m 
shares by 6pm. 

The thin volume reflected the 
lack of weight behind yesterday's 
market rise. Strategists wOl be 
looking closely at tomorrow's 
retail sales data for clues about 
farther potential. 
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Indices end ratios 

FTSE 100 <867.0 +126:2 

FTSE 250 4625.6 +3&3 

FTSE 350 2349.4 +52.5 

FTSE AH-Share 2299.43 +48.09 

FTSE AH-Share ytotcj 3.37 144 

Best performing sec t ors 

1 Dfc Integrated +4.3 

2 Insurance ! +86 


3 Mineral Extraction 

4 Pharmaceuticals „ 
6 Food Producers „ 


~+3.6 
— +33 
™+3.J 


pr ao 3162.8 +89-3 

FTSE Non-Rna p/e 19.73 WJJ 

FTSEIOOFut Dec 4910.0 +W£ 

10 yr Gilt yieM 6.TO B.72 

Long gfitfequtty yW ratio 1.98 1-94 

Worst psrfonnlng Motors 

1 Textiles & Apparel 

2 HeaWi Care 

3 Retailers: Food -0-0 

4 Distributors — +«■* 

5 Paper Pckg & Printing +oa 


Russian 
deals 
boost oils 


By Joel KBbazo and 
Martin Brice 

A spate of Russian deals 
triggered heavy buying In 
leading oil issues sending 
the sector sharply ahead and 
brushing aside foils in crude 
oil prices as tensions in Iraq 
eased. 

Anglo-Dutch giant Shell 
led the way when it 
announced it had clinched a 
50-50 joint venture with Gaz- 
prom, the world's largest gas 
company, to develop gas pro- 
jects in Russia. 

The new company is 
expected to produce around 
500,000 barrels a day of oil 
and gas. with the first proj- 
ect expected to be the devel- 
opment of oil and gas from, a 
section of the Zapolyamoye 
field in western Siberia. 

As part of that deal. Shell 
committed itself to invest up 
to $lbn in a convertible bond 
to be issued by Gazprom. 

In a separate deal, Shell is 
to combine with Gazprom 
and Russian oil company 
Lukoil to bid for Rosneft, 
another oil company being 
privatised. 

The deals sent the compa- 
ny's shares soaring. By the 
end of the trading day Shell 
had risen 1714 or 43 per cent 
to 418'Ap in heavy trade that 
brought volume of llm. 

John Toalster at SGST 
said; “Ibis is a mega-deal for 
two mega-companies and 


provides a valuable addi- 
tional leg for Shell in the 
ope ning years of the next 
century." 

Tbe team at SGST has 
been lukewarm on the stock 
but news of the deals turned 
them more positive on Shell, 
upgrading their stance on 
the stock from “overvalued” 
to “undervalued". 

Shell was not alone in 
strengthening its Russian 
ties. In the second half of the 
session, BP said it planned 
to buy a 10 per cent stake in 
Sidanco. Russia's fourth 
largest integrated oil com- 
pany, for 5571m. 

The UK oil giant said in 
addition it was to acquire 45 
per cent of Sidanco’s 60 per 
cent interest in Russia, an 
Irkutsk-based company with 
major oil and gas discoveries 
in eastern Siberia. 

BP said, in return for this 
interest, it will meet $172m 
of the future costs of the 
appraisal programme Tor the 
Russian discoveries. BP 
closed 36 ahead at 874p. Vol- 
ume was 6.4m. 

Steel recovery 

British Steel rose 10 Imme- 
diately after pleasing inter- 
ims hut came off its highs to 
close up 5 at 150p. Volume of 
7.6m made it one of the day’s 
busiest stocks. 

At these levels, the shares 
yield about 7 per cent about 
twice the market average. 

Analysts were upgrading 
forecasts. Paul Compton, at 
Merrill Lynch, increased his 
fab-year forecast from £25Qm 
to £300m. with earnings per 
share of I03p, putting the 
stock on a IS per cent dis- 
count to the market 


Mr Compton, who recently 
lifted his recommendation 
from “neutral" to “accumu- 
late", said: “The shares are 
good value at this level but 
we do need to see sterling 
weakness for the shares to 
outperform.” 

Sentiment was helped by a 
combination of factors. The 
dividend was maintained at 
3p while the effect of the 
strong pound was less than 
expected. The company also 
made bu llish comments on 
cost-cutting and Incoming 
orders. 

The company said plans 
for a £500m steel mill in 
Indonesia were on hold until 
the recent financial turbu- 
lence had ended. 

FirstBus eased to 235p 
despite a 47 per cent rise In 
sales, a 35 per cent rise in 
profits and a 22 per cent divi- 
dend increase. 

The share s wer e the best 
performing FTSE 250 stock 


last week and stood at l97p 
last month. 

Analysts pointed to the 1 
per cent rise in passenger 
numbers, which have been 
in long-term decline. 

FirstBus has 20 per cent of 
the UK bus market, and 
Nigel Davies at Panmure 
Gordon said the rise in pas- 
senger numbers could be 
“the start of something sus- 
tainable." with tbe govern- 
ment’s transport white paper 
likely to encourage use of 
public transport 

National Express benefited 
from the positive sentiment 
and gained 8% to 601%p, 
while Stagecoach rose 27% to 
841p in thin volume. The 
shares have benefited 
recently from a swing to 
defensive domestic stocks 
because of the strong pound, 
which has seen investors 
turn away from exporting 
manufacturers, and from an 

expectation that the com- 


FT 30 INDEX 

Nov 17 Nov 14 Nw 13 Nov 12 Nov 11 Yr ago 1-figh 


low 


FT 30 31628 3083.5 30728 3091.1 3137.1 2777.7 34308 2688.8 

Oitl. efiv. yMd 3-59 3.88 3.70 387 387 4.12 *22 12S 

P/E ratio not 20.48 19.97 19.88 20.01 2088 16-76 2283 1580 

P/E ratio nfl 20.18 1989 1981 19.74 2000 16.60 2282 15.71 

FT 30 dm a anm— km Ntfi 3*303 lO/iOW: law 494 26/06/40 Bum D* VWSS. 

Ft 30 hoerty cbongaa 

Opan 980 1080 1180 1200 1380 1480 1580 1680 High Low 
30944 31652 31538 31548 3169.7 3155.1 31552 3143.1 31568 31662 30942 
Nov 17 Nov 14 Nov 13 Nov 12 Nov 11 Yr ago 

SEAQ bargains 54870 40,785 40829 49848 40596 40844 

Equity turnover {£rrift - NA 23102 2148.7 21258 9858 

Equity barjptinst - NA 34808 38.740 35,127 26802 

Shares traded fmQt - NA 6618 696.0 626.6 384.9 

terdudnB Mra+natat and mannas tunowr but hdudtao Craw tuno+w. 
e FTSE V i MvnUon rt Unfed 1907. M Hants mervtd. for 1BJ7. 


■ London ma r tart data 


nteea and faBO* 
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| 

1 

1 LffFE Equity options 

Total Rtoes 

1,100 

Total HBgho 

50 

Total contracts 

34J35 

Total Fab 

491 

Total Lows 

83 

Catie 

15,098 

Some 

1.400 



Puts 

1926B 


Nov 17 "Oata based on Equity shares Bstad on Ihe London Share Sovtca. 


HOW 

I S 

CO MPETITION? 


SMART 
YOUR 
T 


Very smart, indeed, if they are reading the Financial Times on a daily basis. 

Because there is no better way to keep abreast of important events that affect business. 
Whether the subject is politics, economic and financial events or technological 
breakthroughs, the FT provides invaluable information and insight for better decision making. 

Subscribe today. You will enjoy considerable savings on the regular newsstand price, 
and you will receive four weeks of tbe FT (24 issues) at no extra charge. More important, 
however, you will be prepared for the competition. 


FINANCIAL TIMES 

No FT, no comment. 

BE SMART, SUBSCRIBE NOW. 

Yes, I would like to subscribe to the Financial Times. 

Please enter my subscription for 12 months at the following rate' 

,\nnria ATS 6,610 Finland FIM 2,800 Italy ITL 640.000 Norway NOK 3,390 Sweden SEK 3.810 

Belgium BEF 16.300 France FRF 2840 Luxembourg LUF 16800 Portugal PTE 71,000 Switzerlud CUP 795 

Denmark DKK 3.665 Germany DEM 850 Netherlands NLO 995 Spain ESP 72,000 

For rales and conditions in ibc following countries call Cyprus 
(021 36 74 SO. Greece (01) 991 93 28. Malta 66 44 88 wd Turkey (212) 629 08 OS. 

"Currency rates are only valid Tor the country in which they are quoted. Subscription prices are correct at tune of going to press. Prices 
are ndnaivc of V.A.T. in all E-U. countries except France, Germany, Spain and Sweden. 
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pany Is likely soon to 
announce a large expansion. 

Glaxo Wellcome gained 47 
to £12£7 ahead of a 10-man tb 
trading statement due 
tomorrow, and helped by 
strength on 'Wall Street. 
Other drug stocks also rose, 
with SmithKline Beecham 
up 19 to 55lp and Zeneca up 
34 to £17.62. 

Food producer United Bis- 
cuits was by for the best per- 
former in the FTSE 250 after 
it and US group PepsiCo 
announced an asset swap 
deal under which the UK 
group will receive a net 
$410m from PepsiCo. 

United Biscuits also said it 
plans to return £15Qm of the 
cash received to sharehold- 
ers by June 1998. The shares 
gained 25V4 to 2i9Vip. 

BAe underperformed the 
market as the shares rose 2 
to £15.50 as the Dubai air- 
show opened. At the show, 
the company confirmed a 
report that UK government 

funding for the Airbus had 
not been granted, and this 
hud d elay ed the launch of 
the A340-500 and 600 aircraft. 

Banks better 

Weekend press reports 
suggesting Barclays is 
looking to merge with 
National Westminster were 
a talking point in the market 
and helped boost activity in 
the sector. 

Shares in the former 
advanced 30 to £14.90 while 
the latter rose 15V* to 870%p. 
Lloyds TSB gained 24 to 723p 
as its Cheltenham & 
Gloucester subsidiary 
became the latest mortgage 
company to false its rates. 

Strong performances in for 
eastern markets helped 
boost banks exposed to the 
area. Standard Chartered 
gained 20 to 642p ahead of an 
analysts’ visit to its Asian 
operations. HSBC was also 
wanted, and the shares put 
on 61 at £14.77. 

A recovery was seen in 
merchant banking group 


Schroders. The non- voting 
shares put on 103 to £11x31,- 
the b est performer in the 
FTSE 100, while tbe ordinary 

shares rose 87 to £L6£7p. 

The strong market trend 
helped Norwich Union, 
recently the subject of bid 
speculation, to recover from 
an early retreat. The shares 
fell in early trading after 
Credit Lyonnais Laing down- 
graded its recommendation 
an the stock from “hold” to 
"sell”. By the close, the 
shares had recovered to end 
up 2 at 366y*p. 

Analyst Craig Bourke 
believes the stock bad been 
trading at a level which was 
not justified even by con- 
tinuing bid speculation. He 
suggested a generous valua- 
tion was 330p a share. 
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You’ll see Rockwell’s 
advanced technology at 
work in our Collins liquid 
crystal displays for today’s 
commercial, business and 
military aircraft. 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 


Tuesday November 1?^> 


Tough Hokkaido decision has tonic effect 


WORLD OVERVIEW 


A sudden and substantial 
shift in trend in the Tokyo 
stock market set the tone lor 
the rest of the day, unites 

Philip Coggan. The authori- 
ties' decision to let Hokkaido 
Takushoku Bank go bust 
(while hailing out its deposi- 
tors) prompted hope of a 
solution to the Japanese 
financial crisis and brought 
relief to the Hong Song, 
European and US markets. 

Markets have been worry- 
ing about the possibility that 
Japan could be caught in a 
1930s -style deflationary cri- 
sis, in which contracting 
credit prompts recession and 
plunging share prices. 


Soritb Korea 
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Concern about the banks, 
which have large amounts of 
their capital tied up in 
equity holdings, have been 
behind the recent fall in the 
Nikkei 225 average. “At the 
core of Japan's problems Is a 


banking s y st em tha t does 
not function, " said Joe Roo- 
ney, global strategist at Leh- 
man Brothers. “Despite offi- 
cial interest rates of 05 per 
cent, bank lending is con- 
tracting in year-on-year 


terms," he said. But the 
authorities' stance towards 
Hokkaido seemed to con- 
vince investors that Japan 
has recognised the scale of 
the problem and decided to 
take action. The Nikkei 
jumped 8 per cent. 

“The public bailout of 
Hokkaido Takushoku Bank 
Tnartr o a tu rning point in the 
Japanese stock market, with 
tha authorities now finally 
admitting the scale of the 
banking problem with which 
they were faced, and pre- 
pared to use public money to 
address it." said Chris 
Carter, director, 

global equity strategy at 
UBS. 

UBS thinks the Nikkei 


should achieve the fiiynwifoi 
solvency floor level of 17,200 
and 19.000 by March if other 
stimulus measures are 
applied. 

However, potential gains 
will be limited since "the life 
insurance companies remain 
in very bad shape and win 

thus remain very risk-averse 

in their behaviour". 

While many of the world's 
stock markets were gubirng 
cm the day, it was a different 
story in Korea where the 
government finally gave up 
on efforts to defend the 
exchange rates at the 
WonLOOCyi level. 

The danger for the Seoul 
stock market is that the 
position of the heavily 

h 


indebted conglomerates, or 
chaebol, is worsened by the 
effective devaluation. 

The plight of the Thai cor- 
porate sector was high- 
lighted by a series of results 
which showed the impact of 
high debt levels mid a slow- 
ing domestic economy. The 
SET Index in Bangkok fen to 
an 8%-year low. 

Korea is a much larger 
economy than Thailand, and 
the impact of its problems 
on the world, and on Japan 
in particular, will be greater. 
So it might be a mtetafeg to 
think that yesterday’s rally 
Tr jpnng tha t, world markets 
are out of the woods. 

London market, Page 38 


Dow climbs Stronger dollar lifts bourses 
above 7,700 
on Tokyo rise 


AMERICAS 


Stronger overseas markets 
ignited a morning rise on 
Wall Street, with the Dow 
Jones Industrial Average 
edging past the 7.700 points 
mark by early afternoon, 
writes John Labate in New 
York. 

“There's a huge sigh of 
relief about the Japanese 
markets gaining 1,200 
points," said Michael Metz, 
chief investment strategist 
at Oppenheimer in New 
York. “Momentarily, the fear 
of an implosion in Japan has 
faded in the background," he 
added. 

By early afternoon the 
Dow was 135.07 higher, a 
gain of 1.8 per cent, to 
7,707.55. The broader Stan- 
dard & Poor's 500 Index rose 
18.23 at 946.58. The Nasdaq 
composite index, which is 
weighted in technology 
shares, gained 31.80 or more 
than 2 per cent at 1.615.3L 

Stability In Japan sent 
investors rushing back to 
banking and technology 
stocks. Both sectors began to 
recover late last week, after 
speculation on the impact of 
the Asian market crisis sent 
shares in both sectors swing- 
ing wildly. Shares in Citi- 
corp were up *4% at $120%, 
while J.P. Morgan, a Dow 
stock, rose by $3% to $113. 

Other banking shares ral- 
lied, taking the Philadelphia 
stock exchange's bonk index 
more than 3 per cent higher 
at 710.17. BankBoston's 
shares rose $3% at $82% as 
PaineWebber increased the 
firm's rating. Chase Manhat- 
tan gained $4% to $108. 

Automotive producers 
were actively traded as 
reports of possible job cuts 


at General Motors, though 
not confirmed by the com- 
pany, sent its shares $1% 
higher at $62#. Ford Motor’s 
shares rose $Vi to $43% in 
spite of lower estimates of 
the company's 1998 perfor- 
mance by analysts at Merrill 
Lynch. 

A morning “buy” rating by 
Lehman Brothers sent 
WorldCom’s shares up $1% 
at $31%. MCI, the long dis- 
tance carrier that agreed to 
be merged with WorldCom, 
was $% higher at $42ft. 

After issuing a warning 
about fourth-quarter earn- 
ings, Union Pacific shares 
fell lift to $58%. Retailer 
Toys R Us lost at $34% 
after reporting higher third 
quarter earnings. 

Within the technology sec- 
tor, semiconductor chip 
makers rose strongly. Intel 
gained $lft to $80ft while 
Texas Instruments surged 
more than 7 per cent higher 
at $100ft.- 

Networking computer firm 
3Com also recovered from 
recent Asian-related selling, 
rising more than 13 per cent 
or $4 to $34 ft. 

TORONTO held on to a l 
per cent rise at midsession 
as the Japan-led rally took 
hold of global markets. The 
TSE 300 composite index was 
71.72 higher at 6,797.90. 

AD of the market's 14 sub- 
indices gained ground dur- 
ing morning trade led by the 
banks which put on 1-8 per 
cent 

Shares in Dominion Tex- 
tile gained C$L35 to C$1435 
after the Montreal-based tex- 
tile manufacturer said it 
would recommend share- 
holders accept the sweetened 
takeover bid by Polymer 
Group of the US. 


Sao Paulo jumps 4.6% 


A stronger dollar and sharp 
recoveries in stocks hardest 
hit by the Asian turmoil 
took many of the European 
bourses strongl y ahead. 

FRANKFURT extended 
morning gains in late elec- 
tronic trade to close 33 per 
cent higher. By the close, the 
Ibis-indicated Dax index was 
140.06 higher at 3,816.71. 

Carmakers and rfrantim ja 
were major beneficiaries of 
dollar strength. VW was 
DM38.90 higher at DM92040 
on reports that the group 
had finally resolved its dis- 
agreement over subsidies 
with the European Commis- 
sion. 

Daimler picked up DM535 
at DM117.50 after the chair- 
man was quoted as saying 
that problems with the new 
A-dass small car should not 
affect the overall develop- 
ment of Daimler's results in 
the next few years. BMW 
climbed DM36 to DM1428. 

Among the chemicals com- 
panies, Schering rose DM6.70 
to DM163.20 and Hoechst 
DM3.05 to DM70.55. 

Retailers Karstadt and 
Metro were higher after Kar- 
stadt’s chief executive was 
quoted as saying that net 
profits could reach DMl50m 
this year. Karstadt jumped 
DM22 to DM1,026 and Metro 
was DM3.97 higher at 
DM7&99. 

PARIS pulled 2.9 per cent 
ahead, with the CAC 40 
Index finishing 76.95 higher 
at 2.77Z99. 

Shares with Asian expo- 
sure were among the stron- 
gest gainers. LVMH rose 
FFr44 to FFr973, BNP gained 
FFr1230 at FFr26030, Accor 
put on FFr41 at FFr1,066 and 
SGS-Thomson climbed 
FFr2450 to flHMA 

Among the dollar stocks, 
L’Oreal added FFr72 at 
FFr2,172 and Lafarge put on 
FFr41 .20 at FFr38090. 

Elf climbed FFr34 to 
FFr727 and Total rose FFr33 
to FFr650 as investors 
focused on the strong dollar 
rath er than easier oil prices. 

AMSTERDAM was boosted 


by a flurry of Interest in 
financials and technology 
stocks, which helped the 
AEX index to close 24.98 
higher at 877.03. 

ING topped the volume list 
after the success of its bid 
for BBL, Belgium’s third 
largest bank. The shares 
ended FI 1.60 higher at 
FI 8&30. Rival banking group 
Fortis Amev also rose FI 2.60 
to FI 80.80 on rumours of a 
tie-up with Belgium's Gener- 
ate Bank. 

ZURICH held on to an 
advance of 2.4 per cent by 
the dose, with the SMI index 
up 128.0 at 5,565.0. However, 
activity remained muted 
with many investors unwill- 
ing to commit themselves to 
new strategies. 

Industrials, bard hit in the 
recent correction, were 
among the best performers. 
ABB rose SFr38 to SFrl,737, 
Clariant jumped SFr46 to 
SFrl.084 and Holderbank, 
the cement group with 
heavy exposure to Latin 
America, recouped SFr42 to 
SFrl.152. 

Defensive stocks also per- 
formed strongly. Novartis 
was SFT74 higher at SFI2J84 
and Nestld climbed SFr44 to 
SFr2,010. The food group is 
expected to report today that 
group sales rose by about 18 
per cent In the first 10 
months of the year as the 
weak franc and rising vol- 
ume growth boosted turn- 
over. 

BRUSSELS again turned 
its attention to the banking 


Turin* 


sector on speculation that 
more mergers could follow 
the BBL takeover. The Bel-20 
index rose 51.55 or 24 per 
cent to 2^6797. 

BBL rose BFr210 to 
BFr9,450 as its board 
approved the ING bid. 

Exedietbank was among 
the best performing blue 
chip gainers, rising BFr6S0 
to BFT14B00 as it rekindled 
merger speculation with the 
weekend news that it was 
talking to Belgian Cera and 
foreign banks. Fortis rose 
BFr220 to BFr7,070 and Gen- 
eral e Bank was BFr400 
higher at BFrl5,075. Last 


SAO PAULO was buoyed by 
a positive performance in US 
and Asian markets. 

The Bovespa index 
advanced to 9,131, up 4.6 per 
cent or 400 points. Volume 
was heavy at R$275m. 

Telebras, the federal tele- 
communications company, 
climbed R$5 or 48 per cent 
to R$i 13.50. 

Petrobras outperformed 
the broader market on a 
strong earnings report, 
released after the market 
closed on Friday. The oil 
group jumped 7.1 per cent or 
RSI 5 to RS22699. 


CARACAS also showed 
strong early gains, on the 
back of recovering world 
markets. By midday, the IBC 
index was up more than 4 
per cent at 8,70182 in low 
volume. 

MEXICO CITY advanced 
on optimism about the econ- 
omy following strong indus- 
trial production data, and 
the IPC index rose 102.30 or 
2J3 per cent to 4J53437. 

Trading was light as for- 
eign Investors declined to 
join the rally, traders said. 
Turnover totalled 46 lm 
pesos an 22m shares traded. 
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Nikkei soars 8% as Seoul dives 


ASIA PACIFIC 


Bears took a beating in 
Tokyo yesterday, writes Paul 
Abrahams. The govern- 
ment's decision to allow 
Hokkaido Takushoku, 
Japan's 10th biggest bank, 
effectively to go bankrupt, 
combined with an uncon- 
firmed report that the ruling 
Liberal Democratic party 
was looking at injecting 
between Y6,0D0bn and 
YftOOObn into the financial 
system through the pur- 
chase of preference shares, 
sent the Nikkei up 1,200 
points. 

The benchmark Nikkei 225 
index rose 8 per cent, or 
1,200.8 points, to close at 
16,283, the largest points 
gain on a single day since 
1992 and the fourth largest 
percentage rise ever. 

The hanking sector led the 
way. up II.7 per cant, while 
the securities sector added 
20,6 per cent Real estate also 
posted a double-digit 
Increase at 10,7 per cent. 

Hokkaido Takushoku was 
suspended at Y65- The 
finance ministry Indicated 
that shareholders were 
unlikely to receive any of 
the proceeds from assets 
sales following the bank's 
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bankruptcy. Sanwa gained 
20 per cent at YL200, Sumi- 
tomo Bank 17 per cent to 
Y1.360 and Asahi Bank 17 
per cent at Y6Q0. 

Among the brokers. Yam- 
aichi was up 8 per cent at 
Y108 - a disappointment 
given the restructuring it 
announced over the week- 
end. 

But Cosmo Securities, a 
troubled second-tier broker, 
was the first section's big- 
gest riser, up 26 per cent at 
Y97. Wako Securities, 
another of the weaker bro- 
kers, climbed 17 per cent to 
Y283. 

The Nikkei traded between 


15,153 and 16,283. Turnover 
was heavy with 878m shares 
traded. 

The recovery was broad 
based with the Toptx index 
of the entire first section ris- 
ing 8(233 — or 6J3 per cent — 
to 1,257. The Nikkei 300 leapt 
1&9 or 7.4 par cent to 248.67. 

In London, the ISE/Nikkei 
50 index climbed L69 points 
to L442.8L 

In Osaka, the OSE index 
closed up 948 at 17,00ft an 
volume af 12.7m shares. 

SEOUL dropped 43 per 
cent after the won plunged 
to an all-time low when the 
government abandoned its 
defence af the currency. 

The composite index lost 
2229 to 496.98 and winning 
issues overwhelmed losers 
by 772 to 84 with 40 issues 
nnchanggH 

Analysts said that the 
Bank of Korea’s apparent 
retreat from the foreign 
exchange market was a huge 
psychological setback to 
stock investors. 

They added that retail cli- 
ent deposits at load broking 
firms had already begun to 
shrink as foreigners resumed 
their exodus from the mar- 
ket 

HONG KONG soared 46 
per cent as the Nikkei’s 


sur ge and easier interbank 
rates propelled the Hang 
Seng index to its third 
straight winning session. 
The blue-chip index soared 
462.42 to end at 10,419.75, 
after a session high of 
10,512.41. Turnover was little 
changed from Friday at 
HKgll.ibn. 

MANILA picked up 2.6 per 
cent- riding the surge in 
regional markets and 
prompted by a cut in banks’ 
liquidity reserves. The com- 
posite index ended- 47.12 
higher at L882.07. 

Persistent talk of a foreign 
group buying into conglom- 
erate San Miguel provided 
much of the action. 

TAIWAN rose 2.7 per cent 
with same bargain-hunting 
seen among local investors. 
The weighted index ended 
12828 better at 7,69034. 

The electronics sector, 
whose fortunes tend to lead 
those of the whole market, 
surged by 45 per cent 

BANGKOK fell more than 
3 per cent after a rash af 
poor corporate results 
alarmed investors. 

The news prompted sharp 
fails in construction, com- 
munications an d consumer 
shares, and the SET index 
fan 15 to 441.37. 



week, Fortis repeatedly 
denied reports that ft was tn 
talks with G ener ate Bank 
about ASUrGGER bank* but 
would not rule them out 
indefinitely. 

MADRID aided 3 per cent 
higher, boasted by rebounds 
in Latin Amolca. Investors 
were said to be particularly 
relieved by early gains in 
Brazil, where a number of 
leading Spanish companies 
have major investments. The 
general index finish**! 16.82 
better at 871.01 

MILAN consolidated early 
gains to dose higher, with 
the Mibtel index ending up 
284 at 15436. Stocks with big 
Latin American exposure 
rebounded as investors cov- 
ered short positions. Benet- 
ton put an LG25 to L2ft559. 
helped also by a buy recom- 
mendation from JP Morgan 


setting a 12-manth price tar- 
get of L30.500. 

Banks were firmer, with 
BCI Up L167 to L4348 on 
restructuring hopes, and 
Banca di Roma, which 
started its privatisation 
roadshow yesterday, up L45 
at LL585. 

ISTANBUL soared 7.4 per 
cent in a recovery driven by 
gains in foreign markets and 
oamng worries about the 
stand-off between Iraq and 
the United Nations. The 
IMKB National-100 index 
ended 198 higher at 2,890, 
with the mood also helped 
by indications that talks 
with the IMF were progress- 
ing positi vely. 

ATHENS took a blow from 
a round of banking rate rises 
and reports of the likely 
imposition of a capital gains 
tax. The general index 
dropped 53.69 or 3.9 per cent 
to L33L04 

BUDAPEST gained a fur- 
ther 8 per coat, far a 16 per 
cent rise in two trading 
days, as the market recov- 
ered from last week's tur- 
moil. The BUX index fin- 
ished up 483J39 at 6,490.81, 
helped by a string Of good 
corporate results and the 
weekend’s referendum 
which came down in favour 
of Hungarian membership of 
Nato. 

Written and edited by Mchael 
Morgan, Jonathan Ford and 
Pater Hal. 


EMERGING M ARKET FOCUS 

S Africa’s gold 
hopes thwarted 


Until last week, the 
prospect of the gold price 

sliding below $300 per 
ounce had been more the 
stuff of nightmares than of 
predictions. So when bul- 
lion crossed that symbolic 
threshold in New York cm 
Friday, the shock was 
acute in Johannesburg. 

After a year is which the 
all gold index has slumped 
by 48 per cent, it shed 4B 
per cent In a day’s trade. 
The gloom was com- 
pounded by news that the 
German Bundesbank plans 
to lend gold into the for- 
ward market. 

Gold accounts for less 
than 3 per cent of the mar- 
ket capitalisation of the 
Johannesburg Stock 
Exchange, but it remains 
South Africa's single larg- 
est source of foreign 
exchange. The slump has 
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hit hopes that volatility in 
world stock markets could 
provide a fillip for gold. 

Analysts fear it may drop 
to $280 before stabilising. 
Weak commodity prices 
and persistent productivity 
problems have knocked 
30-50 per cent off the share 
prices of the best-known 
mining counters. 

Anglo American’s coal 
and gold divisions, JCI, 
South Africa's first black- 
owned mining house, De 
Beers, the diamonds and 
industrial group, and Gold 
Fields, have borne the 
brunt of the bearish senti- 
ment. Last month’s 
announcement that Gold 
Fields plans to merge with 
Gencor to form the world's 
biggest gold, producer has 
brought little reprieve. 

Downward pressure on 
bullion has meant pressure 
on the fragile rand - and 
revived memories of 1996 
whan the South African 
currency lost 28 per cent of 
its value against the green- 
back. As the rand touched 
a record low of R487 dur- 
ing intra-day trade on Fri- 
day, hope dimmed that 
weakness in global markets 
could prompt fund manag- 
ers to take a closer look at 
Southern Africa. 


Net purchases by foreign- 
ers were worth R23.3bn in 
the past year, compared 
with R5.3bn during the 
fpmp period in 1995-96. The 
non-mining economy has 
been buoyed by higher 
exports and rising competi- 
tion among local compa- 
nies. but trade has been 
thin this month. 

The star performers have 
been in the financial sector, 
which gained 24 per emit in 
the year to October, and 
information technology. 
Niche banks , led by Inves- 
tec and Rand Merchant 
Rank, have delivered con- 
sistent annual earnings 
growth of above 20 per 
cent. These are popular as 
“defensive stocks”. 

The outlook for industri- 
als brightened after a l per 
cent cut in the bank rote to 
16 per cent in October. Jos 
Gerson. chief economist at 
Smith Borkum Hare, 
expects blue chips to gain 
popularity as the restruct- 
uring of industrial con- 
glomerates picks up speed. 

Investors may also take 
comfort from the JSE’s 
improved liquidity. As a 
percentage of market capi- 
talisation. annualised 
liquidity was 21.2 per cent 
last month, compared with 
13 per cent a year ago. In 
slow trade yesterday, the 
golds index rose 5.8 to 783J2, 
industrials jumped 7&2 to 
7,976.0 and the overall 
index firmed 54.5 to ft42&2- 


Mark Ashorst 


First nine months 1997 

continued strong growth: 

- net profit increases by 27% 
to U.S.$ 1,538 milli on 

- shareholders’ equity increases by 39% 
to U.S.$ 24.6 billion 


{in millions of dolltjrs. 

Pint trine 

Ftnfc ume 

% 

except for amounts per short) 

oumtbs 1997 

months 1996 


Profit before taxation: *) 




- insurance operations 

L«75 

893 

20.4 

- fctsakiog cpecsooDS 


842 

34.6 

Net profit 

L53* 

1413 

26k 

Net profit per ordiniry ihare 

139 

1.68 

184 


30 September 

31 December 



1997 

1996 


Toed assets **) 

29M96 

244,323 

20.9 

StetraholctaV equity **) 

24*31 

17,767 

38-6 


*1 Renta UW 1M "NLOfliU (araagn me) 

“) Anen ml ibanhbMax' eqniqp; USX 1 - 0 Q ■ NLG 0.502 (sHbmgB rate on 30 September 1997) 


The insurance, ba nki n g and asset management operations showed continued strong 
growth in the first nine months of 1997. ^ 

Jti) Total income from the insurance operations rose by 32.0% to US.S 17.2 billion. 
Total income from the h a nking operations increased by 22.7% to U.S.S 5.4 billion. 

£i> Profit from the insurance operations rose due to an increase of 6.3% from life 
insurance (to U.S.S 466 million), of 32.6% from non-life insurance (to U.S.$ 192 
million) and of 34.7% from insurance-general (to U.S.S 417 million). 

In the b ank in g operations, the interest result increased by 15.5% (to US $ 3 124 
million), commission income by 31 .5% (to U.SS 1,351 million) and the result i™ 
financial transactions by 3 1.1% (to US.S 637 million). 

Aa> In the first nine months of 1997, provisions totalling US.S 248 million have Wn 
made for future expenditure. 08611 

In the first nine mouths of 1997 the item Value adjustments to receivables of A 
banking operations amounted to US.S 314 million and the addition to the Fund S 
general banking risks was U.S.S 73 million (together U.S.S 387 million) conmared 
with an addition of U.S.S 441 million for die first nine months of 19%. ’ ^ 

■®i> The assets under management of ING Asset Mana^martiocteased by 19% to US & 147 
billion at toe endof September 1997. The performance has been fevourable 
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The report for flic first nine months 1997 can be obtained at the following address- 
ING Group, P.O. Box 810, 1000 AV Amsterdam, The Netherlands. 
Telephone: (+31) 20 541 54 71, fine (+31) 20 541 54 51. 
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